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APPENDIX—VII 


Statement showing the particulars of important Public Projects and Undertakings 


SI. 

No. 

Name of the Project or 
under-taking 

Location of 
the 

undertaking 

Location of Location of 
its Head ' the S.P.E. 
Office Branch 

having 
jurisdiction 
at present 

Distance of 
the 

under¬ 
taking from 
the S.P.E. 
Branch 

I 

Hindustan Steel Limited . 

Ranchi 

Ranchi 

Patna 

210 miles 

2 

Durgapur Steel Project 

Durgapur 

Ranchi 

Calcutta 

i io miles 

3 

Hindustao.Steel Limited . 

Rourkela 

Ranchi 

Puri 

360 miles 

4 

Bhilai Site Project . 

Bhilai 

Ranchi 

Jabalpur 

233 miles 

5 

Alloy Steel Project . 

Durgapur 

Durgapur 

Calcutta 

1 »o miles 

6 

Heavy Engineering Cor- 

Ranchi 

Ranchi 

Patna 

210 miles 

7 

poration 

Heavy Engineering Cor- 

Durgapur 

Ranchi 

Calcutta 

no miles 

8 

poration 

National Coal Development 
Corporation . . 

Ranchi 

Ranchi 

Patna 

2lomiles 

9 

National Coal Development 
Corporation . 

Talcher 

Ranchi 

Puri 

125 miles 

10 

National Coal Development 
Corporation Ltd. (Colli¬ 
eries) . 

Korba 

Ranchi 

Jabalpur 

335 miles 

II 

Kargali, Sawang, Jarandi, 
Kathara Collieries of 
N.C.D.C. . 

Within io 

Ranchi 

Patna 

184 miles 

12 

Seyal D, Religara and Giddi, 
Collieries of N.C.D.C. . 

miles from 
Bokaro 

Within io 

Ranchi 

Patna 

199 miles 

13 

Sindri Fertilizers & Chemi¬ 
cals (P) Limited. . 

miles from 
Bhurkunda 

Sindri 

Sindri 

Patna 

230 miles 

14 

Fertilizer Corporation of 
India .... 

Rourkela 

Rourkela 

Puri 

340 miles 

15 

Hindustan Cables Limited. 

Rupnarayan- 

Calcutta 

Calcutta 

145 miles 

16 

National Mineral Develop¬ 
ment Corporation . 

pur 

Kiriburu 

Kiriburu 

Puri 

250 miles 

17 

Damodar Valley Corporation Hazaribagh 

Calcutta 

Patna 

150 miles 

18 

Damodar Valley Corpora¬ 
tion .... 

Dhanbad 

Calcutta 

Patna 

212 miles 

19 

Damodar Valley Corporation Durgapur 

Calcutta 

Calcutta 

110 miles. 



APPENDICES 


1. Appendix I — 

2. Appendix II — 
3 - Appendix III — 

4. Appendix IV — 

5. Appendix V— 


List of witnesses and associations who met the Com¬ 
mittee on Prevention of Corruption 

Note relating to the setting up of the Administrative 
Vigilance Division. ...... 

Government Resolution dated 1-4-63 relating to setting 
up of Central Bureau of Investigation. 

List of offences notified under section 3 of the Delhi 
Special Police Establishment Act, 1946 • 

Existing arrangements for obtaining technical assis¬ 
tance or expert opinion. ..... 


6. Appendix VI — Statement showing the jurisdiction of the various 

branches of the Delhi Special Police Establishment 
i.e. The Investigation and Anti-Corruption Division 
of the Central Bureau of Investigation. . 

7. Appendix VII — Statement showing the particulars of important Public 

Projects and Undertakings. . ... . 


Pages 

291—293 

294 -295 
296—298 
2 99 — 3 oo 
30 1 —302 

303 

304 



APPENDIX—VI 


Statement sh wing the juridiction of the various branches of the Delhi Special 
Police Establishment i.e. the Investigation and Anti-Corruption Division 
of the Central Bureau of Investigation. 


SI. Name of the Branch Jurisdiction 

No. 



1 Central Investigating Agency, New Throughout India. 

Delhi. 

2 Fraud Squad, New Delhi. . . Throughout India. 

3 Dflhi.Delhi(UnionTerritory). 

4 Ambala. ..... States of Punjab and Jammu and Kashmir 

and Union Territory of Himachal Pradesh. 

5 Jaipur.State of Rajasthan. 

6 Lucknow ..... State of Uttar Pradesh. 

7 Jabalpur ..... State of Madhya Pradesh. 

8 Madras ..... States of Madras and Kerala and Laccadive, 

Minicov & Am indive Islands and also 
Pondicherry. 

9 Bangalore.State of Mysore. 

10 Hyderabad.State of Andhra Pradesh. 

11 Bombay.State of Maharashtra and also Goa, Daman & 

Diu. 

12 Ahmedabad ..... State of Gujarat and also Dadra and Nagai 

Haveli. 

13 Calcutta ..... State of West Bengal and Andaman and 

Nicobar Islands. 

14 Shillong.State of Assam and Union Territories of 

Manipur and Tripura, Nagaland and 
N.E.F.A. 

15 Patna.. State of Bihar. 

16 Bhubaneshwar/Cuttack . . . State of Orissa. 
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SECTION 1 


INTRODUCTION 


1.1. In June 1962 during the debate on the Demands for the 
Ministry of liome Affairs, many Members of Parliament referred 
to the growing menace of corruption in administration. Replying 
to the debate on 6th June 1962, the Hon’ble Minister for Home Affairs, 
Shri Lai Bahadur Shastri said: 


“I feel that this matter should not be entirely left for considera¬ 
tion in the hands of officials. It is desirable that there 
should be exchange of views between them and public men 
of experience. Perhaps, Hon. members might have read in 
the papers that I have suggested that a formal Committee 
should consider the important aspects of the evils of corrup¬ 
tion. But I do not want to make it a formal Committee as 
such and wait for its report. Since we know most of the 
problems, the real point is to take remedial action. I, there¬ 
fore, propose to request some members of Parliament and, 
if possible, other public men to sit with our own officers 
in order to review the problem of corruption and make 
suggestions.” 

1.2. In pursuance of this announcement a Committee consisting of 
the following members was appointed:— 

1. Shri K. Santhanam, M.P. . ChairrrAn. 


2. Shri Santosh Kumar Basu, M.P. 

3. Shri Tika Ram Paliwal, M.P. 

4. Shri R. K. Khadilkar, M.P. 

5. Shri Nath Pai, MP. 

6. Shri Shambu Nath Chaturvedi, M.P. 

7. Shri L. P. Singh, Director, Administrative 

Vigilance Division. 

8. Shri D. P. Kohli, Inspector General, Special 

Police Establishment. 
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V Members. 


Joint Director, Administrative Vigilance Division 
(Shri T. C. A. Ramanujachari). Secretary. 



Our terms of reference are: 


(i) To examine the organisation, set up, functions and respon¬ 
sibilities of the Vigilance Units in the Ministries and 
Departments of the Government of India and to suggest 
measures to make them more effective. 

(ii) To examine the organisation, strength, procedures and 
methods of work of the Special Police Establishment and 
the difficulties experienced by it, and to suggest measures 
to further improve its working. 

(iii) To consider and suggest steps to be taken to emphasise the 
responsibilities of each Department for checking corruption. 

(iv) To suggest changes in law which would ensure speedy 
trial of cases of bribery, corruption and criminal misconduct, 
and make the law otherwise more effective. 

(v) To examine the rules relating to disciplinary proceedings 
and to consider what changes are necessary in order to 
expedite these proceedings and to make them more effective. 

(vi) To suggest measures calculated to produce a social climate 
both amongst public servants and in the general public in 
which bribery and corruption may not flourish. 

(vii) To examine the Government Servants’ Conduct Rules and 
to recommend changes necessary for ensuring maintenance 
of absolute integrity in the public services. 

(viii) To suggest steps for securing public support for anti- 
corruption measures. 

(ix) To consider special measures that may be necessary in 
corporate public undertakings to secure honesty and inte¬ 
grity amongst their employees. 

1.3. Though the terms of reference were as stated above, the Home 
Minister made it clear that we are to review the existing instruments 
for checking corruption in the Central Services and to advise prac¬ 
tical steps that should be taken to make anti-corruption measures 
more effective and that it was not intended to restrict the Committee’s 
scope of work. He further made it clear that the points stated as 
the terms of reference were only intended to indicate the more impor¬ 
tant matters which we might consider. The Home Minister also 
suggested that the Committee should forward their interim reports 
as soon as examination of any aspect of the problem was completed. 

1.4. An office room in the South Block was allotted to the Com¬ 
mittee. The Administrative Vigilance Division was to prepare back¬ 
ground papers and perform the secretarial work. 
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1.5. A large number of background papers were prepared by the 
Administrative Vigilance Division and the Delhi Special Police Estab¬ 
lishment and circulated to the members of the Committee. These 
included brief studies of the system of ‘Ombudsman’ in the Scandi¬ 
navian Countries, the office of the Procurator in the Communist 
Countries and the system prevalent in other countries for dealing with 
complaints of citizens against administration and their redress. 
Detailed briefs were also prepared on the modes, extent and scope 
for corruption in the more important Ministries/Departments and 
other ancilliary matters. At the request of the Chairman, the Indian 
Law Institute was kind enough to prepare a note on the law relating 
to corruption in the countries like U.K., U.S.A., Pakistan, Canada, 
Burma, Ghana and France. 

1.6. We held our first meeting on September 10, 1962 and till the 
completion of the report held in all 87 sittings. We also visited 
Bangalore, Calcutta and Bombay to study the problems of corruption 
in relation to public undertakings, import/export controls, income-tax, 
excise and customs, and in all these places met representatives of 
commercial and other institutions, and prominent individuals. 

1.7. We examined a large number of witnesses including two 
Central Cabinet Ministers, two Chief Ministers, two State Ministers, 
some Secretaries to the Government of India, members of the Central 
Board of Revenue, Commissioners of Income-tax, General Managers 
of Zonal Railways, and the senior officers of the Vigilance Depart¬ 
ments and of the Delhi Special Police Establishment. We also had 
the benefit of the opinion of others including journalists, public men 
and retired administrators. A list of witnesses and associations 'who 
met us is given in Appendix I. 

1.8. Soon after the Committee was set up, the Chinese aggression 
took place and a state of national emergency was declared by the 
President. We examined the provisions of the Defence of India Bill, 
and made certain recommendations from the point of view of main¬ 
tenance of integrity in the public services. These recommendations 
are given in Annexure I. 

1.9. At this time, the Government brought forward some amend¬ 
ments to the Constitution which included an amendment to Article 
311 relating to services under Government. We gave an interim 
report on this matter which is given in Annexure II. 

1.10. We further made interim reports on the setting up of a 
Central Vigilance Commission, on modification of the Government 
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Servants’ Conduct Rules and changes in the rules relating to disci¬ 
plinary proceedings, and lastly a report on the question of Govern¬ 
ment servants accepting commercial employment after retirement. 
All these reports will be dealt with in the appropriate Sections of this 
report. 

1.11. We have not been able to examine exhaustively all the prob¬ 
lems concerning the integrity of Government servants and the rooting 
out of corruption from public life. Four of the members are from 
the Lok Sabha and two from the Rajya Sabha, and they had to attend 
to their work in Parliament and its committees. The two official 
members also functioned as members of the Committee in addition 
to their normal duties. 

1.12. As already stated, we had no special staff of our own. Shri 
T. C. A. Ramanujachari had to do the entire secretarial work of the 
Committee in addition to his normal duties as Deputy Secretary in 
the Ministry of Home Affairs. We are pleased to record our deep 
appreciation of his strenuous and able work. We also wish to place 
on record our appreciation of the staff of the Administrative Vigilance 
Division of the Ministry of Home Affairs for taking upon themselves 
cheerfully the additional work of the Committee. 



SECTION 2 

NATURE OF THE PROBLEM 

Definition 

2.1. The problem of corruption is complex having roots and 
ramifications in society as a whole. In its widest connotation, 
corruption includes improper or selfish exercise of power and 
influence attached to a public office or to the special position one 
occupies in public life. In this sense, the problem would have to be 
viewed in relation to the entire system of moral values and socio¬ 
economic structure of society which we could not undertake. We are 
primarily concerned with the investigation of the problem in so far 
a« it relates to the Central Government and its employees; but even 
for this limited purpose, we shall have to consider it in a somewhat 
wider setting. 

2.2. It is difficult to define precisely the word ‘corruption’. Section 
161, Indian Penal Code, states the most common form of corruption 
as follows: — 

“Whoever, being or expecting to be a public servant, accepts, 
or obtains, or agrees to accept, or attempts to obtain 
from any person, for himself or for any other person, any 
gratification whatever, other than legal remuneration, as a 
motive or reward for doing or forbearing to do any official 
act or for showing or forbearing to show, in the exercise of 
his official functions, favour or disfavour to any person, or 
for rendering or attempting to render any service or dis¬ 
service to any person, with the Central or any State 
Government or Parliament or the Legislature of any State 
or with any public servant as such, ** ** **” 

Section 5(1) of the Prevention of Corruption Act, 1947, defines 
criminal misconduct of a public servant in the discharge of his duty. 

Section 123 of the Representation of the People Act, 1951 defines 
corrupt practices in relation to elections. 

While it is true that the securing of some kind of pecuniary or 
other material advantage directly or indirectly for oneself or family, 
relative or friends, constitutes the most common form of corruption, 
other forms of the evil are coming into existence in the ever 
increasing complexities of modem society. 
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A Perspective 

2.3. Corruption in one form or another has always existed. 
Kautilya in his Arthasastra refers to the various forms of corruption 
prevalent in his times. Nor is corruption peculiar to India. In his 
book on “Ethics of Government” Paul H. Douglas, Senator from 
Illinois, points out that corruption was rife in British public life till 
a hundred years ago and in U.S.A. till the beginning of this century. 
Nor can it be claimed that it has been altogether eliminated any¬ 
where. 

2.4. In primitive and medieval societies the scope of public authority 
was minimum. Many of the matters that were looked after by 
the community have now become a function of the State. 
The few authorities which existed for the collection of taxes, 
administration of justice or other purposes did not act according to 
any definite written laws or rules, but largely at their discretion 
subject to good conscience and equity and directives from the higher 
authorities. So long as the officials were loyal to the existing regime 
and did not resort to oppression and forcible expropriation, they were 
free to do as they liked. If through tactful methods, they amassed 
wealth for themselves or advanced their other material interests they 
were praised rather than censured. Often offices were hereditary 
and perquisites which would today amount to bribery were con- 
growth of the currently accepted standards of integrity. 

The modern conception of integrity of public servants in the sense 
that they shoul<J not use their official position to obtain any kind of 
financial or other advantage for themselves, their families or friends 
is due to the development of the rule of law and the evolution of a 
large, permanent public service. Levy of taxation by law, parlia¬ 
mentary control of expenditure, and the regulation of conduct of 
public servants by rules, the breach of which would subject them 
to penalties including dismissal and prosecution in courts, contri¬ 
buted to the present notion of integrity of public servants. The fact, 
that fair, honest and just principles are adopted and declared in 
matters like recruitment, promotions, terminal benefits and other 
conditions of service of public services, has further encouraged the 
growth of the currently accepted standards of integrity. 

2.5. Till about the beginning of the Second World War corruption 
was prevalent in considerable measure amongst revenue, police 
excise and Public Works Department officials particularly of the 
lower grades and the higher ranks were comparatively free from this 
evil. The smaller compass of State activities, the “great depression” 
and lack of fluid resources set limits to the opportunities and capacity 
to corrupt or be corrupted. The immense war efforts during 1939 
to 1945 which involved an annual expenditure of hundreds of crores 
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of rupees over all kinds of war supplies and contracts created un¬ 
precedented opportunities for acquisition of wealth by doubtful 
means. The war time controls and scarcities provided ample 
opportunities for bribery, corruption, favouritism, etc. The then 
Government subordinated all other considerations to that of making 
the war effort a success. Propriety of means was no consideration 
if it impeded the war effort. It would not be far wrong to say that 
the high water-mark of corruption was reached in India as perhaps 
in other countries also, during the period of the Second World War. 

2.6. After the peaceful transfer of power, the new popular Govern¬ 
ments took office in an atmosphere surcharged with patriotism 
and high ideals. In spite of the fact that the new Governments were 
faced with grave problems that arose after the partition of the 
country and other urgent tasks of reconstruction and had to run the 
administration after having lost the services of many senior and 
experienced officers, the new Governments did exhibit commendable 
energy in dealing with the problem of corruption. We mention here 
only the steps taken by the Central Government. The Delhi Special 
Police Establishment was put on a permanent footing by the Delhi 
Special • Police Establishment Act, 1946. The Prevention of 
Corruption Art became law on 11th March, 1947. The Bakshi Tek 
Chand Committee was set up in 1949 to review the working of the 
Prevention of Corruption Act, 1947, to make recommendations with 
regard to any improvement that might be considered necessary in 
the laws as well as in regard to the machinery for enforcing them, 
to assess the extent of success achieved by the Special Police 
Establishment in combating corruption and to make recommendation 
regarding continuance, strengthening, etc. of the Special Police 
Establishment. Some Ministers in Rajasthan and Vindhva Pradesh 
were prosecuted in 1949-50. There was no hesitation to make over 
inquiries in l o allegations against Ministers to the Special Police 
Establishment. The Railway Corruption Inquiry Committee under 
the chairmanship of Acharya Kripalani was appointed in October, 
1953. The Administrative Vigilance Division was set up in August, 
1955 and the vigilance units in the Ministries/Departments came into 
existence. The Vivian Bose Commission was appointed in December 
1956. Some leading industrialists of the country were prosecuted 
i' the decade between 1950—1960. During this decade the number 
of cases investigated by the Special Police Establishment alone 
increased almost two-fold. 

Yet, various factors have operated to nullify in some measure the 
anti-corruption drive. The sudden extension of the economic acti¬ 
vities of the Government with a large armoury of regulations, con¬ 
trols, licences and permits provided new and large opportunities. 
The quest for political power at different levels made successful 
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achievement of the objective more important than the means 
adopted. Complaints against the highly placed in public life were 
not dealt with in the manner that they should have been dealt with 
if public confidence had to be maintained. Weakness in this respect 
created cynicism and the growth of the belief that while Govern¬ 
ments were against corruption they were not against corrupt 
individuals, if such individuals had the requisite amount of power, 
influence and protection. 

Causes 

2.7. When India became independent, the country was mainly an 
agricultural hinterland of the other highly developed industrial 
countries, with a weak industrial base, low incomes, low con¬ 
sumptions, gross unemployment and under-employment, low capital 
formation, lack of fruitful channels of investment and all the other 
indices of backwardness. The climate for integrity had been 
rendered unhealthy by the war time controls and scarcities, the post¬ 
war flush of money, and the consequent inflation. After Inde¬ 
pendence, a conscious and deliberate effort is being made to change 
these conditions by undertaking reforms and reconstruction in all 
directions simultaneously, the emphasis, however, being, on the 
economic sector. The attempt is to accelerate the pace of develop¬ 
ment in such a manner as to make good the loss of time, the loss 
having been spread over two centuries. The direction of change is 
modernisation. A society that goes in for a purposively initiated 
process of a fast rate of change has to pay a social price, the price 
being higher where the pace of change excludes the possibility of 
leisurely adjustment which is possible only in societies where change 
is gradual. Thus, there has come about a certain amount of 
weakening of the old system of values without its being replaced 
by an effective system of new values. The relative fixity of ways 
and aspirations of former times and the operation of a moral code 
tending towards austerity, frugality and simplicity of life, pro¬ 
foundly influenced the mechanism of social control and social 
responses. In the emerging Indian society with its emphasis on 
purposively initiated process of urbanisation, alongside of the 
weakening of the social mores of the simpler society, signs are visible 
of materialism, growing impersonalism, importance of status resulting 
from possession of money and economic power, group loyalties, 
intensification of parochial affinities, unwillingness or inability to 
deal with deviations from the highest standards of political, economic 
and social ethics, profession of faith in the rule of law and disregard 
thereof where adherence thereto is not convenient. 

2.8. The Government of the country assumed the new responsi¬ 
bilities at a time when the administrative machinery had been con¬ 
siderably weakened by (a) war-time neglect, and (b) the departure 
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of a large number of experienced officers, which necessitated rapid 
promotions including those of some unproven men and recruitment 
of a large number of officers in various grades which inevitably 
caused a dilution of experience and ability. The rapid expansion of 
Governmental activities in new fields involving expenditure of the 
order of 1,000 crores of rupees a year afforded to the unscrupulous 
elements in the public service and public life unprecedented oppor¬ 
tunities for acquiring wealth by dubious methods. To this must be 
added the unfortunate decline of the real incomes of various sections 
of the community, and particularly that of the salaried classes, a 
large part of which is found in Government employment. Though 
efforts have been made by the two Pay Commissions to revise the 
pay scales, it has to be conceded that some classes of Government 
servants have had to face an appreciable fall in the standard of 
living. Though this cannot be pleaded in extenuation of the fall in 
the standard of integrity, the fact remains that economic necessity 
has, at least in some cases, encouraged those who had the oppor¬ 
tunities to succumb to temptations. 

2.9. The assumption of new responsibilities by the Government 
has resulted in the multiplication of the administrative processes. 
As the Law Commission pointed out in its fourteenth report there is 
a vast field of administrative action in which administrative authority 
may act out-side the strict scope of law and propriety without the 
injured citizen being in a position to obtain effective redress. 
Administrative power and discretion are vested at different levels of 
the executive, all the members of which are not endowed with the 
same level of understanding and strength of character. Where there 
is power and discretion, there is always the possibility of abuse, more 
so when the power and discretion have to be exercised in the context 
of scarcity and controls and pressure to spend public money. The 
absence of a machinery for appeals other than inside the hierarchy 
and of a machinery for redress of grievances contributed to the growth 
of an impression of arbitrariness on the part of the executive. Conse¬ 
quently, there has been a phenomenal increase in the number of 
peddlers of influence. 

2.10. It is believed that the procedures and practices in the 
working of Government offices are cumbersome and dilatory. The 
anxiety to ^avoid delay has encouraged the growth of dishonest 
practices like the system of speed money. ‘Speed' money’ is reported 
to have become-a fairly common type of corrupt practice particularly 
in matters relating to grant of licences, permits, etc. Generally the 
bribe giver does not wish, in these cases, to get anything done unlaw¬ 
fully, but wants to speed up the process of the movement of files and 
communications relating to decisions. Certain sections of the staff 
concerned are reported to have got into the habit of not doing any- 
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thing in the matter till they are suitably persuaded. It was stated 
by a Secretary that even after an order had been passed the fact of 
the passing of such order is communicated to the person concerned, 
and the order itself is kept back till the unfortunate applicant has 
paid appropriate gratification to the subordinate concerned. Besides 
being a most objectionable corrupt practice, this custom of speed 
money has become one of the most serious causes of delay and 
inefficiency. 

2.11. There is a general impression that it is difficult to get things 
done without resorting to corruption. Scope for corruption is greater 
and the incentive to corrupt stronger at those points of the organisa¬ 
tion where substantive decisions are taken in matters like assessment 
and collection of taxes, determination of eligibility for obtaining 
licences, grant of licences, ensuring fair utilisation of licences and 
goods obtained thereunder, giving of contracts, approval of works 
and acceptance of supplies. We were told by a large number of 
witnesses that in all contracts of construction, purchases, sales, and 
ether regular business on behalf of the Government, a regular per¬ 
centage is paid by the parties to the transaction, and this is shared 
in agreed proportions among the various officials concerned. We 
were told that in the constructions of the Public Works Department, 
seven to eleven per cent was usually paid in this manner and this 
was shared by persons of the rank of Executive Engineer and below 
down to the Mistry, and occasionally even the Superintending 
Engineer might have a share. In the Railways, besides the above, 
similar practice in connection with allotment of wagons and booking 
of parcels particularly perishables, is said to be in vogue. Wherever 
purchases have to be made, such percentage is paid for acceptance 
of inferior quality of goods. In all cases, failure to pay the per¬ 
centage results invariably in difficulty and delay in getting the bills 
paid. In the higher ranks, differences and disputes about specifica¬ 
tions, use of inferior quality of material, and other technical issues 
are utilised for the purpose. It is not always the Government servant 
who takes the initiative in the matter. Frequently enough it is 
the dishonest contractors and suppliers who, having obtained the 
contract by under-cutting, want to deliver inferior goods or get 
approval for sub-standard work and for this purpose, are prepared to 
spend a portion of their ill-earned profit. 

2.12. In addition to the various circumstances mentioned above, 
we are of the opinion that two of the major contributory factors 
for the growth of corruption are, firstly, the partially acknowledged 
unwillingness to deal drastically with corrupt and inefficient public 
servants and, secondly, the protection given to the Services in India, 
which is greater than that available in the more advanced countries. 
It was distressing to hear heads of departments confess that, even 
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Where they were morally convinced that one of the officials working 
under them was corrupt, they were unable to do anything because of 
the difficulties in obtaining formal proof, finding or conviction. They 
could not even make an adverse entry in the confidential roll with¬ 
out their being required to justify such an entry with proof when it 
was challenged after its communication to the Government servant 
concerned. Article 311 of the Constitution as interpreted by our 
courts has made it very difficult to deal effectively with corrupt 
public servants. When the question of amendment of article 311 
came up before Parliament the issue of corruption was altogether 
ignored and overwhelming stress was laid upon protection of the 
individual Government servant. This is an important issue which 
deserves to be urgently reconsidered by Parliament. 

2.13. The advance of technological and scientific development is 
contributing to the emergence of ‘mass society’, with a large rank 
and file and a small controlling elite, encouraging the growth of 
monopolies, the rise of a managerial class and intricate institutional 
mechanisms. Strict adherence to a high standard of ethical behaviour 
is necessary for the even and honest functioning of the new social, 
political and economic pro:esses. The inability of all sections of 
Society to appreciate in full this need results in the emergence and 
growth of white-collar and economic crimes, fenders enforcement of 
the laws, themselves not sufficiently deterrent, more difficult. This 
type of crime is more dangerous not only because the financial stakes 
are higher but also because they cause irreparable damage to public 
morals. Tax-evasion and avoidance, ahare-pusing, malpractices 
in the share market and administration of companies, monopolistic 
controls, usury, under-invoicing or over-invoicing, hoarding, 
profiteering, sub-standard performance of contracts of constructions 
and supply, evasion of economic laws, bribery and corruption, election 
offences and malpractices are, some examples of white-collar crime. 

2.14. Corruption can exist only if there is some one willing to 
corrupt and capable of corrupting. We regret to say that both this 
willingness and capacity to corrupt is found in a large measure in 
the industrial and commercial classes. The ranks of these classes 
have been swelled by the speculators and adventurers of the war 
period. To these, corruption is not only an easy method to secure 
large unearned profits but also the necessary means to enable them 
to be in a position to pursue their vocations or retain their position 
among their own competitors. It is these persons who indulge in 
exasion and avoidance of taxes, accumulate large amounts of un¬ 
accounted money by various methods such as obtaining licenses in 
the names of bogus firms and individuals, trafficking in licenses, 
suppressing profits by manipulation of accounts to avoid taxes and 
other legitimate claims on profits, accepting money for transactions 
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put through without accounting for it in bills and accounts (on- 
money) and under-valuation of transactions in immovable property. 
It is they who have control over large funds and are in a position to 
spend considerable sums of money in entertainment It is they who 
maintain an army of liaison men and contact, men, some of whom 
live, spend and entertain ostentatiously. We are unable to believe 
that so much money is being spent only for the purpose of getting 
things done quickly. It is 6aid that, as a large majority of the high 
officials are incorruptible and are likely to react strongly against any 
direct attempt to subvert their integrity, the liaison and contact men 
make a careful study of the character, tastes and weaknesses of 
officials with whom they may have to deal and that these weaknesses 
are, then, exploited. Contractors and suppliers who have perfected 
the art of getting business by under-cutting, of making good the 
loss by passing off sub-standard works and goods generally spare no 
pains or expenditure in creating a favourable atmosphere. Possession 
of large amounts of unaccounted money by various persons including 
those belonging to the industrial and commercial classes is a major 
impediment in the purification of public life. If anti-corruption 
activities are to be successful, it must be recognised that it is as 
important to fight these unscrupulous agencies of corruption a6 to 
eliminate corruption in the public services. In fact they go together. 

We have to point out, with regret, that while a number of Trade 
Associations and State Chambers of Commerce readily accepted our 
invitation to help us with their views and advice, the Federation of 
Indian Chambers of Commerce which could have given powerful 
support to the fight against corruption would not even accept our 
invitation to meet us. 

2.15. The tendency to subvert integrity in the public services 
instead of being isolated and aberrative is growing into an organised, 
well-planned racket. We recognise that while considerable success 
had been achieved in putting anti-corruption measures on a firm 
footing there is much that remains to be done. It is a matter of pro¬ 
found concern that in the past there has been a certain amount of 
complacency in dealing with the situation. 

2.16. It was represented to us that corruption has increased to such 
an extent that people have started losing faith in the integrity of 
public administration. We heard from all sides that corruption has, 
in recent years, spread even to those levels of administration from 
which it was conspicuously absent in the past. We wish we could 
confidently and without reservation assert that at the political level, 
Ministers, Legislators, party officials were free from this malady. 
The general impressions are unfair and exaggerated. But the very 
fact that such impressions are there causes damage to the social 



13 


fabric. That such impressions should have come into existence in so 
short a time after the people of this country had given themselves 
a Constitution of their own is all the more distressing if it is 
remembered that the struggle for freedom in India was fought on 
a particularly high moral plane and was led by Mahatma Gandhi 
who personified integrity. The people of India rightly expected 
that, when the governance of the country passed into the hands of the 
disciples of the Father of the Nation who were in their own individual 
capacities known for high character and ability, Governments in 
India, at the Centre and the States would set up and achieve a 
standard of integrity, second to none in the world, both in the politi¬ 
cal and administrative aspects. It has to be frankly admitted that 
this hope has not been realised in full measure. But it has to be 
noted that a good percentage of our public servants, even those who 
have opportunities, maintain and function in accordance with, strict 
standards of integrity. We have to base the efforts for a thorough 
cleansing of our public life, on this solid and hard core of honest 
public servants. It will be our endeavour in this report to 
strengthen their hands, to deal drastically with all those who have 
come to believe that they can corrupt and be corrupt with impunity. 
Before we can do this, we must face frankly all factors which have 
tended to corrupt our public life. 



SECTION 3 


EXTENT OF CORRUPTION 


3.3. The following table indicates the number of vigilance cases for 
ruption among Government servants. In the nature of things it is 
not possible to give even a rough estimate of the number of corrupt 
Government servants or the amount o-f money or value or percentage 
of illegal gratification that may be involved. However, the statistics 
furnished below would help in giving a measure of prevalence of 
the malady. The statistical information furnished below should not 
be taken as indicating the increase in the quantum of corruption. 
Increase in complaints, investigations, prosecutions, departmental 
proceedings and punishment may mean more intensified fight against 
corruption than any increase in it. It should also be noted that all 
the complaints and vigilance cases do not relate to charges of bribery 
and corruption. Quite a number of them are in respect of other types 
of disciplinary offences. 

3.2. The following are the figures of complaints and vigilance cases 
dealt with by the Government of India during the period 1st April 
1956 to 31st December 1962: — 

Complaints 


Total No. dis- Percen- Pending 
No. for posed of tage of at the 
disposal disposal end of 

the year. 


1956—57 • 


. 


4676 

3716 

79'47 

960 

1957—58 




8540 

6463 

75-68 

2077 

r-4-58 to 31-12-58 




8313 

6220 

74-80 

2093 

I-I-J9 to 31-12-59 




10649 

8366 

78-56 

2283 

1-1-60 to 31-12-60 




I072I 

8548 

79-73 

2173 

1-1-61 to 31-12-61 




10481 

8148 

77-74 

2333 

1-1-62 to 31-12-62 


♦ 


20461 

16178 

79-06 

4283 


*4 
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3.3. The following table indicates the number of vigilance cases for 
disposal year-wise from 1958-57 upto the 31st December 1962: — 

Vigilance Cate* 


1956-57 



616* 

344 

55-84 

272 

1957-58 



3694 

1974 

53 43 

1729 

1-4-38 to 31-12-38 



3714 

1809 

4871 

1905 

1-1-39 to 31-12-39 



10035 

6380 

63 57 

3035 

I-I-60 to 31-12-60 



13305 

9530 

71-63 

3775 

1-1-61 to 31-12-61 



13116** 

10973 

72-52 

4 M 3 

1-1-62 to 31-12-62 



19277 

13454 

69-79 

5823 


* This figure relates only to Gaietted Officers. 

** Out of ijii6 cases, 10605 cases pertain to the Posts A Telegraphs Directorate. 


(Not*.—The increase in the number of vigilance cases in 1960 and 
1961 is partly accounted for by the cases arising out of the Central 
Government employees’ strike in 1960.) 

During the period 1st April 1957 to 31st December 1962, major 
penalties (dismissal, removal, compulsory retirement, reduction in 
rank) were imposed on 5,585 Government servants (154 gazetted; 
5,431 non-gazetted); action including imposition of minor penalties 
was taken against 38,650 Government servants (1,319 gazetted; 37,331 
non-gazetted). 

3.4. The following are the figures of complaints received and in¬ 
vestigated by the Delhi Special Police Establishment : — 

Complaints received and investigated by the S.P.E. 


Signed or Anonymous Com- Com- Filed Regis- 
Ycar Total given or plaints plaints for want tered as 

personally pseudony- of minor found to of proof P.E. 
by mous lrregula- be false or R. C. 

complainants ritie* 

referred 
to Depttt. 


I 

2 

3 

4 

5 

6 

7 

8 

1957 

2733 • 

• 1755 

978 

556 

107 

275 

326 

1958 


(64-22%) 

(35 78 %) 

( 20 - 3 %) 

( 3 ‘ 9 %) 

(10-1%) 

(n- 9 %) 

3310 . 

■ 2273 

1037 

991 

207 

539 

542 



(68-67%) 

( 31 - 33 %) 

( 29 - 94 %) 

(6-25%) 

(16-28%) 

(16-4%) 

1959 

3995 

. 2871 

1124 

I IOO 

255 

706 

614 

i960 


( 71 - 86 %) 

(28-14%) 

( 27 - 53 %) 

( 6 - 4 %) 

( 17 - 67 %) 

(15 4 % 

2755 ■ 

• 1475 

1280 

644 

75 

542 

193 

1961 

3380 . 

( 53 - 54 %) 

(4646%) 

( 23 - 37 %) 

( 2 - 7 %) 

( 19 - 67 %) 

( 7 -o%) 

• 1790 

1590 

1316 

162 

1079 

283 

1962 

3847 . 

(52-95%) 

(47 05 %) 

( 38 - 93 %) 

( 4 - 8 %) 

( 31 - 92 %) 

( 8 - 3 %) 

2213 

1634 

1881 

M2 

813 

461 



( 57 - 54 %) 

(42-46%) 

(48-89%) 

( 3 - 69 %) 

( 2 fI 3 %) 

( 119 - 8 %) 


Besides these the Special Police Establishment also collects infor¬ 
mation from its own sources and channels. The number of informa¬ 
tions collected was— 

1959 

1960 

1961 
196a 


1692 

1691 
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3.5. During the period 1957 to 1962, the number of cases registered. 8 
by the Delhi Special Police Establishment and the number of Govern¬ 
ment servants involved in those cases are: — 




Year 



Number 


Government servants 
involved 

P.E. 

R.C. 

Gazetted 

Non- 

gazctted 

1957 


, . 



, 578 

483 

185 

781 

1958 

• 


• 


565 

495 

185 

783 

1959 



• 


547 

370 

207 

957 

i960 





604 

442 

172 

mo 

1961 





610 

517 

195 

1092 

1962 

• 


• 


669 

612 

212 

11131 


Total 




3573 

2919 

1156 

5836 


3.6. The following table indicates the rank of and the organisation! 
to which gazetted officers against whom cases were investigated by 
the Delhi Special Police Establishment during the year 1957 to 1962: — 


Classification of Gazetted Officers against whom, cases were investi 

gated during 1957—1962 



1957 

1958 

1959 

i960 

1961 

1962 

Total 

Officers of the Secretariat of and above 
the rank of Under Secretary . 

i 

4 

4 

4 

4 

4 

20 . 

Officers of the Secretariat below the 
rank of Under Secretary • 


3 

5 


3 

5 

16 

Engineers of above the rank of E. E. 

41 

l 6 

35 

26 

21 

22 

I6l 

Engineers below the rank of E. E. 

. . 

65 

50 

42 

40 

22 

219 

Railway officers (other than Engineers).. 

17 

l 6 

II 

6 

3 

II 

6 tJ.l 

Military Commissioned Officers . 

14 

l 6 

26 

25 

17 

22 

120 

Directors, Deputy Directors, Asstt. 
Directors in the Departments of 
D.G.S.& D., Agriculture, Archaeology 
etc. ...... 

IO 

4 

4 

14 

IO 

7 

49 

Controllers of Imports & Exports and 
Iron & Steel ..... 


6 

5 

6 

8 

7 

32 

Income Tax Officers .... 

6 

5 

8 

4 

9 

15 

47 

Excise & Customs Officers . 

2 

6 

5 

5 

12 

16 

46 

Senior Officers of Statutory Corpora¬ 
tions & public concerns . 


.. 

13 

II 

5 

18 

47 

Other Class I .... 

37 

27 

40 

21 

13 

29 

16?' 

Other Class II 

54 

17 

28 

30 

50 

34 

213 

Total : . . . . 

181 

185 

234 

194 

195 

212 

I2QI 
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3.7. The following table gives the number of cases investigated by 
the Delhi Special Police Establishment during the years 1957 to 1962 
classified according to the nature of offences: — 


Year 

Cases against public servants 
involving allegations of 
bribery, corruption, mis¬ 
appropriation and similar 
types of misconduct. 

Cases cf breach 
of Import- Ex¬ 
port Regula¬ 
tions. 

Case sagainst 
private persons 
and companies 

1957 • 

294 

184 

5 

1958 . 

3 ji 

137 

8 

1959 • 

. 912 

131 

5 

i960 . 

• 940 

124 

6 

1961 . 

1004 

82 

17 

1962 . 

1168 

113 

34 

Total . 

4669 

771 

75 


3.8. During the period 1957 to 1962, the Delhi Special Police Estab¬ 
lishment laid 386 traps in which 429 public servants were involved, 
16 of them being gazetted and 413 non-gazetted. 

3.9. During the years 1960, 1961 and 1962, the Delhi Special Police 
Establishment investigated cases of possession of assets by public 
servants disproportionate to their known sources of income as indi¬ 
cated below:— 



Year No. of new No. of public servants involved 

cases 

Gazetted Non-Gazetted Total 



1960. 

89 

24 6 

7 91 

[961. 

• - 100 

27 7 

1 98 

1962. 

93 

24 7 

1 95 


3.10. The following table indicates the number of cases relating 
to violation of import/export regulations registered and investigated 
by the Delhi Special Police Establishment:— 


Year No. of firms No. of licences Value of licen- No. of firms 

obtained as a ces mentioned blacklisted 

result of in Col. 3 

malpractices 



Total 


45i 


66 c 


3,38,24,14a 
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3.11. The fact that licences worth Rs. 2,38,24,142 were obtained 
by fraud and other types of malpractices is clear indication of the 
extent of the problem in the licensing activities of Government. It 
is common knowledge that each licence fetches anything between 
100 per cent to 500 per cent of its face-value if sold. Thus a huge 
unearned profit, which may be anything from Rupees two to ten crores, 
should have been made in these transactions and it is anybody’s 
guess as to how much of it went into the pockets of public servants. 

3.12. The Ministry of Works, Housing and Supply as if then was 
had set up in 1957 a unit known as the Chief Technical Examiner’s 
Organisation with a view to introducing a system of internal con¬ 
current and continuous administrative and technical audit of the work 
of the C.P.W.D. and to secure economy in expenditure and better 
technical and financial control of the works. Upto the end of Decem¬ 
ber, 1962, this organisation detected 1,593 cases of over-payments in 
the Central Public Works Department involving an amount of 
Rs. 43,66,667/-. During the Second Plan period the total expenditure' 
on construction and purchases was of the order of Rs. 2,800 crores. 
It is common knowledge that the custom of percentages is prevalent 
in respect of contracts of construction, purchases and sales and this 
is shared in agreed proportions amongst the concerned officials. We 
were told that in the contracts of construction, 7 to 11 per cent was 
usually paid in this manner. We were also informed that a system 
known as “Buyers Commission” is prevalent in certain foreign coun¬ 
tries and the commission ranges from 1J to 3 per cent. If it is 
assumed that even 5 per cent of the total investment on construc¬ 
tions and purchases during the Second Plan period is accounted for 
by such corrupt practices, the total loss to the exchequer is about 
Rs. 140 crores. 

3.13. The Public Accounts Committee reported in their sixth report 
(Third Lok Sabha) as follows: — 

“The Committee are rather alarmed at such a large number 
of cases of under-assessment involying considerable 
amounts, detected in the test Audit by the Comptroller 
and Auditor General, when it is borne in mind that this 
scrutiny was limited to only a small percentage of cases 
in 235 Income-tax \yards out of 1,310 wards in the country. 
It is significant to note that the number of cases in which 
defects, discrepancies, etc., involving under-assessment to 
the extent of Rs. 120-77 lakhs were found, works cut to 
about 16 per cent of the total number of cases audited 
(i.e. 13,357 cases).” 

3.14. There is no acceptable estimate of the amount of tav evaded. 
The Income-tax Investigation Commission, in the 1,058 cases investi¬ 
gated by it, detected concealed income of the order of Rs. 48 crores. 
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Concealed income amounting to Rs. 70 crores was disclosed by the 
assessees themselves under the Voluntary Disclosure Scheme of 1951 
in 20,912 cases and the amount disclosed thereby was six times the 
amount originally reported. An unofficial estimate of the Central 
Board of Revenue is^ that about Rs. 45 crores of tax is evaded annual¬ 
ly by assessees in the higher income groups, the evaded income being 
about Rs. 230 crores. We would be happy to believe that all this 
evasion and avoidance takes place without any connivance or abet¬ 
ment on the part of the Government servants concerned. We, how¬ 
ever, are unable to do so. It is common knowledge that some portion 
of the tax avoided or evaded is shared by many including the assessing 
officers. 

3.15. As a result of the anti-smuggling measures of the Govern¬ 
ment, smuggled goods of the valutas indicated below were seized: — 


I9J9 i960 1961 1962 

(upto 
Oct. 

1961) 


Rs. in l*khi 


Cold .... 

• 

• 

• 

50-54 

122-88 

346-87 

287.97 

Currency 

• 

• 

• 

15-a6 

7 -6 i 

11 61 

691 

Other* 

• 

• 

• 

124-36 

132-78 

136-64 

140-C4 

Total . 

• 

• 

• 

189-96 

25327 

395 12 

434 92 


It is obvious that what has been seized does not represent the whole 
volume of the goods smuggled in. It is accepted on all hands that 
smuggling is not sporadic or unorganised and that it is a well-organis¬ 
ed racket and it is possible that some at least of the customs officials 
are involved in this racket either on payment of a share regularly or 
on each occasion. 

3.18. The statistics furnished below is also of some interest. How¬ 
ever, all the complaints and vigilance cases do not relate to allegations 
or charges of bribery and corruption. Quite a number of them are 
in respect of other typee of disciplinary offences. 
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3.17. In the foregoing paragraphs we have attempted to set out 
some facts which may give an indication of the extent of the prob¬ 
lem. It is clear that corruption is not confined to lower ranks of 
public servants and that the number of gazetted officers whose cases 
.had to be investigated was disturbingly large. 



SECTION 4 


CONDUCT RULES 

4.1. We found that different categories of Government servants 
were governed by separate, but substantially similar, sets of conduct 
rules. The following sets of rules are in force: — 

(i) All India Services (Conduct) Rules, 1954. 

(ii) Central Civil Services (Conduct) Rules, 1955. 

(iii) Railway Services (Conduct) Rules, 1956. 

We considered that there was no justification for separate rules, 
at least, in so far as they relate to integrity. We, therefore, took up 
for examination the provisions of the various sets of rules which 
had a direct or indirect bearing on integrity in public services. 

4.2. The conduct rules evolved gradually, a rule or instruction 
being made or issued as and when provision had to be made in deal¬ 
ing with a particular situation. The Government made rules or 
issued instructions regarding public servants— 

(i) lending and borrowing by gazetted officers, in 1890 and by 
non-gazetted employees, in 1869; 

(ii) accepting gifts, in 1876; 

(iii) buying and selling houses and other valuable property, in 
1881; 

(iv) entering into any pecuniary arrangement for resignation 
by one of them of any office under Government for the 
benefit of others, in 1883; 

(v) making investments other than those in immovable pro¬ 
perty and speculating, in 1885; 

(vi) promoting and managing companies, engaging in private 
trade and employment, in 1885; 

(vii) raising subscriptions by public servants, in 1885; 

(viii) being habitually indebted or insolvent, in 1885; 

(ix) accepting commercial employment after retirement, in 
1920. 

Thus, it will be seen that the Government in the past was aware of 
the possible manifestations of corruption and were doing all they 
could, consistent with the spirit of the times, to comfelTF* 
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4.3. After the commencement of the Constitution fresh rules were 
made and issued. The rules relating to All India Services were issued 
under the All India Services Act, 1951. The new rules did not make 
any radical changes with the result that in respect of many matters 
the rules were either silent or inadequate. We give below a few 
examples: — 

(i) There was no rule which cast a specific responsibility or 
duty on superior officers to keep a watchful eye on the 
integrity of other Government servants working under 
them. 

(ii) No rule made it clear that every Government servant is 
responsible for his actions except when he acts under the 
directions of his official superior. (This lacuna was fully 
made use of by the officers concerned in the disciplinary 
proceedings arising out of the Life Insurance Corporation 
tranaaction of purchase of shares from Shri Haridas 
Mundhra.) 

(iii) There was no clear specification of the conduct expected 
of a Government servant in the event of conflict between 
public duty and his private interest, though some of the 
points were implied but left unsaid. 

(iv) The rules relating to raising of subscriptions, acceptance 
of gifts, engaging in speculation, private trade or employ¬ 
ment resulted in harassment and pin-pricks in some respects 
and were inadequate in certain other respects. 

(v) The rule relating to submission of property returns was 
hopelessly out of date. Annual immovable property returns 
serve no useful purpose when the tendency in modern 
times is to hold assets otherwise than as immovable 
property. 

4.4. We examined the rules in all their aspects and formulated 
certain provisional proposals regarding the amendments which ap¬ 
peared necessary or desirable. The Chairman of the Committee was 
authorised to circulate the provisional proposals to all Secretaries of 
the Government of India with a view to obtaining their views and 
comments and accordingly the provisional proposals of the Committee 
were forwarded to all Secretaries of Government on 13th December. 
1962. Replies were received from all except the Ministries of Edu¬ 
cation and Law. After carefully considering the views and comments 
of the different Ministries/Departments, we finalised our recommenda¬ 
tions at the meetings held on 20th, 21st and 22nd March, 1963. 

4.5. We had recommended in our interim report that there should 
Ik only one set of Conduct Rules applicable to all Government ser¬ 
vants employed in connection with the affairs of the Union and to 
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the members of the All India Services. Our intention was that the 
Conduct Rules, particularly those relating to integrity, should be 
uniform. If, for any reason, it is necessary to promulgate the rules 
separately for a service or a Department there could be no objection 
to the rules being promulgated separately provided the rules, parti¬ 
cularly those relating to integrity are uniform. If any modifications 
are to be made or if the rules are to be liberalised, such modifications 
or liberalisation should be made only in consultation with the Central 
Vigilance Commission and with the concurrence of the Ministry of 
Home Affairs. 

4.6. The Interim Report contains recommendations regarding 
Conduct Rules submitted to Government on 9th May, 1963, and is 
in Annexure III. We have made a minor change in rule 13 (4) (i), 
as recommended by us, by adding the words “duly authorised to con¬ 
duct banking business’’ after the words ‘ firm of standing” to cover 
cases where Government servants lend money to businesss firms at 
high rates of interest even though such firms do not carry on banking 
business. We consider this amendment to be necessary as there are 
reasons to believe that the business firms concerned enter into such 
transactions because of the official position which the Government 
servant occupies and because they expect some official favours from 
the Government servant. 

4.7. We made only minor changes in respect of many of the rules. 
We fully appreciate that the rules in existence have gradually evolved 
over a period of time after mature thought. The more important 
changes recommended by us are stated below: — 

(1) A duty has been cast on Government servants holding 
supervisory posts to keep a watchful eye on the integrity 
of the staff working under them. 

(2) Every Government servant should take full responsibility 
for his actions and orders, except where he acts under the 
directions of his official superior. 

(3) The conduct expected of every Government servant in case 
of conflict between public duty and private interest has 
been clearly stated in Rule 3(A) which brings out some 
of the points that were hitherto implied but left unsaid. 

(4) Rule 10 which deals with the question of receipts of gifts 
states the position more precisely and also liberalises the 
existing rules so as to prevent too much interference in 
private life. The financial limits have been suitably 
modified. 

(5) Government servants should submit periodically a com¬ 
plete statement of their assets and liabilities instead of the 
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annual immovable property statements which- have been 
found to serve no useful purpose. In these periodical state¬ 
ments the value of movable property except articles of 
daily use, like clothes, utensils, crockery and books should 
be stated including the value of jewellery. 

4.8. The Ministry of Home Affairs were good enough to consult 
us in regard to certain points that emerged out of their examination 
of our recommendations regarding modification of the Conduct Rules. 
It was brought to our notice that the Ministry of Labour and Employ¬ 
ment have suggested that the present exemption to industrial em¬ 
ployees drawing a pay of Rs. 500/- or less and holding non-gazetted 
posts in a number of Government Industrial Undertakings from the 
operation of existing rules 3A, 4A, 4B, Rule 9, explanation fo sub¬ 
rule (2) of.Rule 10, Rule 11, sub-rule (2) of Rule 12, Rule 13, Rule 15, 
16, 17 and 18 should continue. These exemptions were granted in 
1959. We would only suggest that the need for the continuance of 
these exemptions may be re-examined and in the meantime the ex¬ 
emptions may continue to be in force. 

4.9. A number of drafting changes were suggested. We did not 
consider it necessary to go into these as the final wording of the rules 
will have to be settled in consultation with the Ministry of Law. We, 
however, agree that the definition of Government servant’ suggested' 
by us may be restricted to persons appointed to any civil service or 
post in connection with the affairs of the Union. We considered the 
other suggestions, some of which tended to make the rules more strict 
and some of which were for retention of existing provisions. We had 
framed our recommendations after careful consideration and we do* 
not consider it necessary to modify those recommendations. 



SECTION 5 


DISCIPLINARY RULES 

5.1. The Public Servants (Inquiries) Act, 1850, was put on the - 
Statute Book, 144 years ago and it ie still good law. The Secretary 
of State for India made rules in 1930 under Section 96(B) of the 
Government of India Act, 1919, regarding the procedure to be 
followed in departmental disciplinary proceedings and these were- 
replaced by: 

(i) All India Services (Discipline and Appeal) Rules, 1955. 

(ii) Central Civil Services (Classification, Control and Appeal) 
Rules, 1957. 

(iii) Discipline and Appeal Rules for Railway servants, other 
than those employed in the Railway Protection Force. 

(iv) Civilians in Defence Services (Classification, Control and 
Appeal) Rules, 1952. 

Thus, as in the matter of Conduct Rules, different sets of rules, though- 
substantially similar, are applicable to different categories of 
Government servants. 

5.2. Under the English common Law all servants of the Crown 
hold office during the pleasure of the Crown and are liable to be dis¬ 
missed at any time and without reasons being assigned for such 
dismissal. Section 74 of the Government of India Act 1833 made all 
services under the East India Company subject to the pleasure of the 
Crown and except in cases where the appointment was made directly 
by the Crown, also subject to the pleasure of the Court of Directors. 
The Government of India Act, 1858, made after the Crown took over 
the Government of this country, made provision by Section 3, for the 
exercise of all powers vested in the Court of Directors by the Secre¬ 
tary of State for India and by Section 37 delegated to the Secretary 
of State all the powers in relation to the servants of the Company till 
then vested in the Directors. The Government of India Act, 1915, 
which was in the nature of a consolidating Act, repealed all the 
earlier enactments relating to the Government of this country and by 
Section 30 of that Act preserved the earlier tenures of service and 
continued the rules and regulations applicable to them. Section 
96(B) which was enacted in the year 1919 had the apparent effect of 
circumscribing the doctrine of pleasure by providing that every 
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person in the Civil Services of the Crown in India holds office during 
His Majesty’s pleasure “subject to the provisions of this Act and the 
rules made thereunder”. However, the Privy Council ruled in 
Venkata Rao versus Secretary of State for India (AIR 193? P.C. 31) 
that these words do not have the effect of limiting the doctrine of 
pleasure. Section 240 of the Government of India Act, 1935 repro¬ 
duced section 96(B) of the previous Act in sub-section (1) and (2) 
and added a new sub-section by which additional protection was given 
to the civil servant by providing .that he shall not be dismissed or 
reduced in rank until he had been given a reasonable opportunity 
of showing cause against the action proposed to be taken, in regard 
to him. The definition contained in Section 277 of the said Act shows 
that the expression “dismissal” included removal from service. 

5.3. The Constitution of India was adopted in 1950. Article 309 
deals with the rule making ppwer of the President and Governors in 
respect of persons holding civil posts in connection with the affairs 
of the Union or the States, as the case may be. Article 310 provides 
that civil servants hold office during the pleasure of the President 
or the Governor as the case may be. Article 311 deals with dismissal, 
removal or reduction in rank of such persons. The unanimous con¬ 
sensus of judicial opinion in this country is that the doctrine of 
pleasure does not operate in its amplitude and is restricted by the 
other provisions of the Constitution such as Article 311, 124, 148, 218 
and 324. 

5.4. The scope of Article 311 has been considered on a number 
of occasions both by the Supreme Court and the High Courts of the 
country. The courts have imported the requirement of conformity ' 
to the principles of natural justice by relying upon the words ‘reason¬ 
able opportunity’ used in article 311. In Joseph John Vs. the State 
of Travancore-Cochin, the Supreme Court have observed that the 
word ‘reasonable’ must mean according to the rules of natural justice. 
But the fact that the rules of natural justice have not been com¬ 
pletely or precisely determined has enabled the courts to prescribe 
various restrictive conditions. Some of them are: 

(1) The opportunity provided can be considered reasonable 
only if it gives to the Government servant— 

(a) an opportunity to deny his guilt and establish his inno¬ 
cence on being told what the charges levelled against 
him are and the allegations on which such charges are 
based; 

(b) an opportunity to defend himself by cross-examining the 
witnesses produced against him and by examining him¬ 
self or other witnesses in support of his defence; 

(c) an opportunity to make representations as to why the 
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proposed punishment should not be inflicted on him. 

(AIR 1958 S.C. 300). 

(2) The breach of rules of evidence which may be nothing but 
rules of natural justice may be relevant in connection with 
the question as to whether sufficient opportunity was or 
was not given to a Government servant. (AIR 1958 
All. 532). 

(3) If a delinquent official is asked to defend himself before a 
person who is already biased against him or who has 
already prejudged the issues and who is in no way amen¬ 
able to consider the matter objectively and dispassionately, 
the court will conclude that a reasonable or real opportunity 
to defend has not been given. ' (AIR 1959 Punjab 402; AIR 
1958 Punjab 327; AIR 1958 Allahabad 532; AIR 1957 A.P. 
414; AIR 1956 All. 578). 

(4) If an inquiry officer puts on record his own evidence as 
against that of another witness and thereafter continues to 
preside over the trial, the presiding officer becomes dis¬ 
qualified on the ground of bias. An inquiry officer cannot 
both be a judge and a witness. This is contrary to rules 
of natural justice. (AIR 1958 S.C. 86; AIR 1956 Cal. 278; 
AIR 1956 Cal. 114; 1954—58 Cal. W.N. 988; 1955—59 CaL 
W.N. 794). 

(5) The inquiring Officer should not prejudice the case of the 
accused by looking into unspecified documents behind his 
back and not disclosing in the report what documents he 
had looked into. (AIR 1958 Cal. 49). 

(6) If the inquiring authority has the duty to come to a con¬ 
clusion as to the guilt of the delinquent upon an evalua¬ 
tion or assessment of the evidence, then he should himself 
hear the evidence. (AIR 1958 Cal. 47; AIR 1946 P.C. 1). 

(7) The charge should not be vague. (AIR 1961 Cal. 40; AIR 
1960 AIL 543). 

(8) Reasonable period should elapse between the date of the 
delivery of charges and the commencement of the inquiry. 
(AIR. 1961 Cal. 626). 

(9) Copies of the statements made by the witnesses prior to 
the regular inquiry should be furnished to the person who 
is being proceeded against. (AIR 1961 S.C. 1623; S. C. 
Judgment in Raizada Trilok Nath Vs. Union of India). 

(10) Non-production of relevant documents asked for by the 
delinquent officials and non-examination of relevant wit- 
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nesses called for, would amount to' denial of adequate?- 
opportunity. (AIR 1958 A.P. 240; AIR 1957 A.P. 794). 

(11) The statement of the witnesses must be recorded in the 
presence of the delinquent official. It is not permissible- 
to examine witnesses in the absence of the delinquent or 
to take ex-parte statements and then ask the delinquent 
to cross-examine witnesses. It is not permissible to put 
on record statement recorded by an officer other than the 
inquiry officer and to produce witnesses only for cross- 
examination. (AIR I960 Mysore 159; AIR 1954 Bom. 351). 

(12) Non-supply of inquiry officer's report when demanded by 
delinquent official would constitute denial of reasonable 
opportunity. (AIR 1959 All. 47; AIR 1948 P.C. 121). 

(13) The show-cause notice should be in the name of the 
punishing authority, or with its authority, consent or ap¬ 
proval. This would make it an act of the punishing autho¬ 
rity, and not an act of a third party. (AIR 1958 Cal. 633). 

(14) A proper opportunity must be afforded to a Government 
servant at the stage of the inquiry after the charge is 
supplied to him as well as at the second stage when punish¬ 
ment is about to be imposed on him. If the first inquiry 
was materially defective and denied the public servant an 
opportunity to prove his case it is impossible to hold that 
a reasonable opportunity guaranteed to a public servant 
by Art. 311(2) had been afforded to him. (AIR 1961 S.C. 
1623). 

(15) The disciplinary authority is entitled to take into consi¬ 
deration the record of the past service of a civil servant 
in order to determine the appropriate punishment but 
before taking this into consideration, the civil servant 
must be apprised of the record of his past service and of 
the fact that it would be taken into account to decide the 
question of punishment. (AIR 1960 Mysore 159; AIR 1957 
Madhya Pradesh 126). 

5.5 The courts have come to accept that: a departmental pro¬ 
ceeding consists of four main stages, namely, (a) charges, (b) inves¬ 
tigation of the charges, (c) finding and punishment and (d) appeal; 
the charges must be specific and the test is whether they convey to 
the delinquent the exact nature of the alleged offence so that he 
could meet the charges; an inquiry held to investigate the charges 
is not a judicial proceeding and as such the strict procedure of judi¬ 
cial proceedings need not be followed in such an inquiry; nevertheless 
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the proceedings cannot be held in an arbitrary manner and the rules of 
natural justice must still be applied; ordinarily there must be a per¬ 
sonal hearing; if a person is entitled to show cause he is entitled to 
hearing and if he is entitled to a hearing he must have an opportunity 
of being personally heard, of cross-examining any witness called 
against him, of rebutting documentary evidence that may be produc¬ 
ed against him and of producing evidence in his behalf; the entire 
proceedings from its inception to the completion will be looked into 
not to ascertain whether the decision is sound on merits but to 
find whether reasonable opportunity has been given; the principles 
of natural justice will have to be adhered to not only in the first 
stage ending with the issue of show cause notice but also in the 
second stage which commences with the issue of show cause notice. 

5.6. Departmental proceedings, when taken under the Central 
Civil Services (Classification, Control & Appeal) Rules, 1957 or the 
All India Services (Discipline & Appeal) Rules, 1955 or other similar 
rules involve the following stages; 

(1) The disciplinary authority has to reduce to the form of a 
definite charge or charges the ground on which it is pro¬ 
posed to take action. 

(2) The charge must be communicated to the person charged. 

(3) The persons charged should also be given a statement of 
the allegations on which the charge or, if there are more 
than one charge each charge is based. 

(4) If there are any other circumstances, which are proposed 
to be taken into consideration in passing orders in this 
case, they should also be communicated to the person 

charged. 

(5) After the charge is given, the person charged should be 
given a reasonable time to put in a written statement of 
his defence and to state whether he desired to be heard 
in person. 

(6) If he so desires, and even if he does not desire but if the 
authority concerned so directs, an oral inquiry must be 

held. 

(7) The disciplinary authority may inquire into the charges 
itself or appoint a Board of Inquiry or Inquiry Officer for 
the purpose. 

(8) Evidence, oral and documentary, should be brought on 
record in respect of allegations that are not admitted and 
the person charged should be given an opportunity to 
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cross-examine witnesses, if any, and to produce evidence 
on his behalf, provided that the inquiring authority can, 
for reasons to be recorded in writing, decline to examine 
any wltnesa on the ground that his evidence is not rele¬ 
vant or material 

(9) The disciplinary authority must consider the record of 
inquiry and record its findings on each charge and provi¬ 
sionally decide as to the penalty to be imposed on the 
accused olcv. 

(10) The disciplinary authority must furnish to the accused 
officer a copy of the report of the Inquiry Officer and give 
the Government servant a notice stating the action pro¬ 
posed to be taken in regard to him and calling him to 
submit within specified time such representation as he 
may wish to make against the proposed action. 

(11) In every case in which it is necessary to consult the Public 
Service Commission, the record of the inquiry, together 
with a copy of the show-cause notice and the representa¬ 
tion made in response to such notice, if any, shall be for¬ 
warded by the disciplinary authority to the Commission 
for ita advice. 

(12) On receipt of the advice of the Commission, the discipli¬ 
nary authority shall consider the representation, if any, 
made by the Government servant and the advice given by 
the Commission and determine what penalty, if any, should 
be imposed on the Government servant and pass appro¬ 
priate orders on the caae. 

5.7. The foregoing would indicate how highly involved the pro¬ 
cedure of disciplinary proceedings has become. While the discipli¬ 
nary provisions and procedures applicable to the civil services are 
not dissimilar to those in aerveral other countries, the procedure for 
imposing the penalties of dismissal, removal, compulsory retirement 
and reduction in rank is far more elaborate and formal, which is 
mainly due to the way in which the courts have interpreted Article 
311. In the United States of America when it is proposed to dismiss, 
remove or demote a federal employee he cannot claim any trial 
or hearing which is granted in the discretion of the department con¬ 
cerned. Such an employee is required to submit a written reply in 
his defence normally within five working days. The permanent non¬ 
veteran employees have limited rights of appeal to the Civil Service 
Commission. In the United Kingdom, matters of this sort are “dealt 
with entirely through the usual channels of command and the final 
authority in each department is the Minister himself, advised by 
the Permanent Secretary.” Disciplinary proceedings are conducted 
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without undue formality and there is no standard practice which 
would be applicable to every case, though care is taken that no 
Government servant is punished unless he has been given an oppor¬ 
tunity to defend himself. In Australia and New Zealand the time 
within which the employee has to give his written statement of 
defence is 7 days and 3 to 5 days respectively. In India, however, 
the Government servant is in a far more secure position which on 
the one hand gives him the right to be informed of the charges and 
evidence, to file a written statement (at his convenience), to be heard 
once against the charges and again to represent against the proposed 
action, to have his case considered by the Public Service Commis¬ 
sion, to appeal or submit a memorial and later to move the courts 
if he is aggrieved by an order. It is therefore not surprising that 
a disciplinary case drags on for years and that, in some cases the 
orders passed are declared void as being violative of Article 311 
resulting in payment of (arrears of large sums and the public services 
being saddled with men of doubtful integrity. 

5.8. Article 311 was recently sought to be amended with a view 
to dispense with the requirements of a second opportunity. This 
Committee supported the proposal and also expressed the view that 
the proposed amendment was not adequate and that in order to 
ensure speedy action, Parliament should have the power to regulate 
by law all matters relating to an inquiry against a Government 
servant including the jurisdiction of Courts in relation to such in¬ 
quiry. We recommended the addition of another clause to Article 
311 in the following terms: 

“Notwithstanding anything contained in Parts III, IV and VI 
of the Constitution, Parliament may, by law, regulate all 
matters relating to such inquiry as is referred to in clause 
(2) and action taken thereafter, including the jurisdiction 
of Courts in respect of proceedings relating to such 
matters”. 

Our recommendation on the subject is in Annexure II. It is a 
matter of regret that our recommendation was not only not accepted 
but the purpose with which the amendment of the Constitution was 
undertaken was completely defeated, by restoring the requirement 
of a second opportunity. We are not at all certain that the stipula¬ 
tion that in exercising the second opportunity the Government ser¬ 
vant should confine liiiilf 3o the evidence already brougnt on 
record during the inquiry in the first stage would make any sub¬ 
stantial difference from the point of view of expeditious action against 
corrupt Government servants. We consider that it would not be an 
unreasonable classification to treat departmental proceedings involv¬ 
ing charges of bribery, corruption or lack of integrity in a separate 
category and provide for a simplified procedure. W« also consider 
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that in such case, the jurisdiction of courts including the power of 
the Supreme Court and High Courts under Articles 32 and 226 res¬ 
pectively of the Constitution should be limited. We also consider 
that Article 314 should ndt come in the way of dealing effectively 
with members of the forms Secretary of State Services. We have 
therefore recommended an amendment, in Section 7, of Article 311 
by addition of another clause somewhat on the following lines: — 

“Notwithstanding .anything contained in Parts III, IV, VI and 
XIV of the Constitution, Parliament may by law regulate 
all matters relating to maintenance of integrity and hon¬ 
esty in the serves and posts under the Union and States 
including the jurisdiction of Courts in respect of such 
matters”. 

We further recomrhdnd that the power to legislate in this behalf 
should be added as an item in List I of Schedule VII of the 
Constitution. 

5.9. In view of the Constitutional requirements and the judicial 
pronouncements, we consider that it would not be possible to 
radically simplify the procedure unless the Constitution is suitably 
amended. However, we examined the possibility of simplifying the 
procedure in relation to disciplinary proceedings to the extent 
possible within the existing legal frame-work. 

5.10. As in respect of the Conduct Rules, after examining the 
existing rules and the law on the subject, we formulated certain 
provisional conclusions. These were circulated to all the Secretaries 
to the Government of India for their views and advice. We have 
carefully considered their views and finalised our recommendations 
at the meetings held on 16th and 17th August, 1963, gave an interim 
report on the subject on August 23, 1963 and it is in Annexure IV. 

5.11. The interim report may be treated as a part and parcel of 
this report. The more important recommendations contained in the 
interim report are stated below: — 

(i) There should be only one set of Discipline and Appeal 
Rules in respect of Government servants serving in connec¬ 
tion with the affairs of the Union or appointed by the 
Union Government. (By this we did not intend that the 
rules should be promulgated as one set. All that we 
intended was that the rules should be uniform and subject 
to this, the manner of promulgation can be settled accord¬ 
ing to convenience): 

(ii) the definition of the term “Government servant” has there¬ 
fore been enlarged to include members of the All India 
Services; 
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<iii) the President may impose any of the prescribed penalties 
and institute disciplinary proceedings against any Govern¬ 
ment servant including a member of the All India Service 
(Rule 8) or direct a disciplinary authority to institute such 
proceedings [Rules 9(1)3; 

-{iv) the Central Government may institute proceedings against 
a member of an All India Service if the circumstances of 
the case are such that the Central Government is satisfied 
that it would be in public interest to institute such pro¬ 
ceedings provided that before doing so the Central 
Government shall consult the State Government; 

-(v) the power to institute departmental proceedings has been 
given to the President, specified disciplinary authorities 
and such other authorities as may be empowered by the 
President by general or special order. (This last recom¬ 
mendation was made in view of the recommendation 
of the Committee that the Directorate of Vigilance 
of the Central Vigilance Commission should have the 
power to determine the nature of disciplinary pro¬ 
ceedings to be initiated and to initiate, conduct and 
complete such proceedings. Though in the scheme of the 
Central Vigilance Commission, as accepted by the 
Government, the power to initiate, conduct and complete 
such proceedings has not been given to the Central Vigi¬ 
lance Commission, the provision made in the rules may 
be allowed to stand); 

(vi) the penalties of withholding or withdrawing in full or in 
part the pension which can now be imposed under Civil 
Service Regulation 351 (A) and Rule 6 of the All India 
Services (Death-cum-Retirement Benefits! Rules, 1958 have 
been included in the categories of penalties prescribed 
under Discipline and Appeal Rules and the procedure for 
imposing such penalties has been made part of the 
Discipline & Appeal Rules; 

(vii) the requirement of the accused officer submitting a written 
statement of defence after the framing of charges h.«* 
been dispensed with; 

*-(viii) the rules relating to suspension, regulation of the period 
of absence from duty after reinstatement of an officer who 
had been dismissed, removed or suspended provide for 
removal of certain difficulties that have arisen out of 
some recent pronouncements of the courts; 

(iv) the requirement of submitting an appeal or a memorial 
through the authority which passed the order which is 
the subject matter of the appeal or memorial has been 
dispensed with to minimise delay. 
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5.12. We would like to draw attention to another important matter 
before we conclude this Section. The Government had taken powers 
as far back as 1919 to compulsorily retire a Government servant, 
other than a military officer or a member of the Indian Civil Service, 
after he has completed twenty-five years’ qualifying service without 
giving any reasons and without any liability for special compensa¬ 
tion. This right was to be exercised only when it was in public 
interest to dispense with the service of a Government servant. The 
power was originally taken in respect of only those who joined 
their appointment after 28th August 1919 or those who were in 
service on that date but had elected in writing with the permission 
of the Government to be governed by the new rules promulgated at 
that time. This power was later extended to the following categories 
of Government servants:— 

(t) an officer who entered Government service on or after 
1st October 1938; or 

(ii) who having entered service before that date did not hold 
a lien or suspended lien on a permanent pensionable post 
before that date; or 

(iii) who is transferred on or after 1st October 1938 permanently 
to service under the Central Government from service 
under Provincial Government or Local Fund. 

Thus the Government had an absolute right to compulsorily retire 
any Government servant (excluding member of the Indian Civil 
Service and military officers) on completion of 25 years qualifying 
service whether he be a pre-1938 or post-1938 entrant. The Supreme 
Court had in a number of its pronouncements held that an order of 
compulsory retirement passed in exercise of the powers referred to 
above does not attract article 311, but it has been brought to our 
notice that Ihe Allahabad High Court have some time back held that 
the exercise of the power referred to above will be violative of 
article 14 of the Constitution and the matter is sub-judice. 

5.13. One of the recommendations contained in the paper on 
measures for strengthening administration laid on the tables of the 
Lok Sabha on 10th August 1961 and the Rajya Sabha on 24th August 
1961 reads as follows: — 

“It is proposed to appoint a small committee in each Ministry 
to locate officials who are ineffective or against whom 
suspicions exist regarding their integrity amounting to 
moral conviction. Measures will be taken to develop the 
ineffective persons by necessary counselling and 
training. In case persons are not capable of improvement 
*■4 are ia the age group of 45 to 50, they will be retired 
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either on completion of 25 years of service or at the age- 
of 50 years whichever is earlier. The retirement rules will 
be amended suitably. Persons lacking in integrity will be 
dealt with separately”. 

This recommendation has not yet been reduced into an enforceable 
instrument because the question of the constitutional validity of 
such powers is sub-judice. 

5.14- We are firmly of the opinion that the Government should 
have the power to compulsorily retire a Government servant who- 
has completed 25 years of qualifying service or has attained the 
age of 50 years without giving any reason and without liability for 
special compensation. We recommend that a Committee with the 
Central Vigilance Commissioner as the Chairman and two Secre¬ 
taries to Government as members should be set up to review the 
cases of all gazetted officers who are due to complete 25 years of 
service or will be attaining the age of 50 years during the ensuing 
year and recommend the names of the officers who should be com¬ 
pulsorily retired. In regard to non-gazetted employee of the Central 
Government, there should be one or more committees State-wise 
or Department-wise as may be convenient. A nominee of the Central 
Vigilance Commissioner may be the Chairman of each Committee. 

5.15. Government have recently issued orders raising the age of 
retirement to 58, reserving to themselves the power to bring about 
the retirement of the officer at the age of 55 after giving a three 
months’ notice. The officer can also give such a notice and retire- 

5.16. We have noticed a rather anomalous position regarding the 
officers belonging to the All India Services. Rule 17 of the All India 
Services (Death-ctmi-Retirement Benefits) Rules, 1958 has consi¬ 
derable value and utility in weeding out officers of doubtful integrity; 
but its application has been left to the initiative of the State Govern¬ 
ments. That rule which was amended in May 1963, reads, as 
follows: — 

“(1) A member of the Service may, after giving at least three 
months’ previous notice in writing to the State Govern¬ 
ment, retire from the service on the date on which he 
eompletes 30 yean of qualifying service or attains the age 
of 55 years or any date thereafter to be specified in the 
aoffee. 


(®) The State Government may, with the approval of the 
Central Government and after giving him at least three 
months’ previous notice in writing, require a member cf 
the Service to retire frem the Service on the date on 
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which he completes 30 years of qualifying service or 
attains the age of 55 years or on any date thereafter to 
be specified in the notice. 

(3) A retiring pension and death-cum-retirement gratuity, 
shall be granted to a member of the Service who retires 
under sub-rule (1) or who is retired under sub-rule (2)”. 

•5.17. The amendment to rule 17 arose from the Government of 
India's decision to enhance the age of superannuation from 55 to 58 
for officers of All India Services. 

It is noticed that if the State Government did not wish to initiate 
such a proposal, the Central Government cannot require an officer 
to be retired even if they were convinced that he was corrupt or 
inefficient. This is the position even where the officer had been with 
the Central Government for many years, and they are in a better 
position than the State Government to assess his suitability for 
retention. It is anomalous that the Central Government, who 
control the two All India Services, should have no initiative in this 
regard even in connection with officers under their immediate 
control. 

5.18. Rule 20 of the All India Services (Death-cum-Retirement 
Benefits) Rules, 1958, provides that the full retirement benefits 
admissible to an officer shall not be given as a matter of course or 
unless the service has been thoroughly satisfactory. Sub-rule (2) of 
this rule prescribes further that— 

“If the service has not been thoroughly satisfactory, a 
reduction in the amount of retirement benefits, otherwise 
admissible under these Rules may be made by the Central 
Government on the recommendation of the State Govern¬ 
ment to such extent as the Central Government may deem 
appropriate: 

Provided that the retirement benefits once granted shall not 
be reduced on the ground that proof of the service not 
having been thoroughly satisfactory became available 
after the sanction.” 

5.19. Under this rule the Central Government are not empowered 
to make any reduction in the retirement benefits except on the 
recommendations of the State Government. The Central Govern¬ 
ment are not competent to order a reduction even in the case of 
officers serving under them and about whom they are in a better 
position to judge the quality of service. If a reduction is recom¬ 
mended by the State Government, however, they have the right to 
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reduce or enhance without any limit the cut proposed by the State 
Government. We are aware that retirement benefits are the 
financial liabilities of the State Governments, who may feel that 
-the decision whether proceedings should be initiated should be left 
to them for this very reasea. 

5.20. We consider that it would be desirable to correct the anomalies 
pointed out above. The Central Government should have the power 
to take action under both the rules after consultation with Ihe 
concerned State Government. 



SECTION 6 

PREVENTIVE MEASURES 

6.1. Corruption cannot be eliminated or even significantly reduced 
unless preventive measures are planned and implemented in a sus¬ 
tained and effective manner. Preventive action must include 
administrative, legal, social, economic and educative measures. 

6.2. The main effort for checking corruption and for creating an 
environment which will sternly discourage any temptation to stray 
away from the path of integrity must come from within the Minis¬ 
try/Department. The responsibility in this behalf should not only 
be clearly recognised, emphasised and accepted but it should also 
be understood that it is not sufficient to take action when some case 
comes to notice and that it is far more important to be continuously 
on the watch for and discover the sensitive spots. A systematic and 
thorough review of the laws, rules, procedures and practices should 
be undertaken for the purpose of listing (a) discretionary powers 
(b) levels at which such powers are exercised (c) the manner of 
exercise of such powers (d) the control exercised within the hier¬ 
archy over the exercise of such powers (e) the points at which 
citizens come into contact with the Ministry/Department and the 
purposes for which they do so. 

6.3. Besides, a thorough study should be made in respect of each 
Ministry/Department/undertakiag of the extent, the possible scope 
and modes of corruption, preventive and the remedial measures 
prescribed, if any, and their effectiveness. We regret to notice that 
such an attempt does not appear to have been made so far. We 
recommend that such studies should be started on a priority 
basis in respect of each Ministry/Department/.undertaking and the 
Central Vigilance Commission should also pay attention to this 
important piece of work for which purpose Government may provide 
the necessary staff and other facilities. 

6.4. Represent*tires of business and trade, whom we met in 

Calcutta and Bombay almost unanimously pointed out that non¬ 
association of trade organisations or their representatives in matters 
like licensing and allocation of scarce commodities encouraged mal¬ 
practice and corruption to some extent. They also pointed out that 
Government has to depend upon the reports submitted by its officers 
working in the field regarding the worth of the applicant. These 
officers are not always in a position to assess correctly the actual 
position. However, every trade organisation worth the name knows 
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Who in the trade are genuine and men of character and who 
not. It was represented to us that if trade organisations were 
brought into the picture they should be able to make their know- 
ledge available to Government. Some of the responsible trade 
organisations declined, rightly in our view, to undertake the full res¬ 
ponsibility in matters relating to grant of licences and 
allocation of scarce goods. They were willing to act only in an 
advisory capacity. We consider this a very helpful attitude and it 
should be encouraged. We recognise that unless the trade organisa¬ 
tions are really representative many practical difficulties would 
arise. These organisations are voluntary and except expulsion no 
penal action can be taken. Even expulsion from the organisation 
does not amount to much as it does not result in rendering the 
expelled member ineligible for obtaining licences or permits. Thus 
there is no incentive for becoming a member of a trade organisation 
and cases have come to notice where persons or establishments, who 
or which remained out-side the concerned trade organisations got 
all they wanted by direct approaches to Government at different 
levels including the highest. Such cases give rise to a widespread 
feeling that if proper approaches could be arranged anything can be 
got done. Such impressions cause damage in no small measure. 
We would, therefore, recommend that serious thought should be 
given as to how trade associations or their representatives could be 
associated in the matter of granting licences and allocation of scarce 
goods. We consider that membership of a recognised trade organi¬ 
sation should be a necessary condition of eligibility for obtaining a 
licence or a permit. The organisation should screen the capacity of 
the applicants, their past performance and conduct and make recom¬ 
mendations to the licensing authority. These organisations may also be 
usefully associated in investigating modes of misuse and misutilisation 
of goods obtained under licence and modes of manipulation of pres¬ 
cribed rules, procedures and forms for obtaining undeserved ad¬ 
vantage. We recognise that many details will have to be worked 
out like the principles of recognition, protection of the small trader, 
prevention of arbitrariness etc. We suggest that this question may 
be dealt with by the concerned Ministries in consultation with the 
trade organisations. 

6.5. The representatives of the trade organisations and other non¬ 
officials, whom we met emphasised that apart from other things the 
major causes of corruption are:— 

(i) Administrative delays; 

(ii) Governments taking upon themselves more than what 
they can manage by way of regulatory functions; 



44 

(iii) Scope for personal discretion in the exercise of powers 
vested in different categories of Government servants; and 

(iv) Cumbersome procedures of dealing with various matters 
which are of importance to citizens in their day-to-day 

affairs. 

6.6. There is considerable force in what has been represented to us 
and we deal with each of these below: — 

6.6.1. (i) Administrative delays: 

It was the unanimous opinion of all witnesses who appeared 
before us that administrative delays are one of the major causes 
of corruption. We agree with this view. We have, no doubt, that 
quite often delay is deliberately contrived so as to obtain some kind 
of- illicit gratification. Administrative delay must be reduced to the- 
utmost extent possible and firm action should be taken to eliminate 
all such causes of delays as provide scope for corrupt practices. We 
are aware that the proposed Department of Administrative Reforms 
will be dealing with this problem in detail. We recommend that 
the following steps may be taken to deal with this problem: — 

(a) Each Ministry/Department/undertaking should immediately- 
undertake a review of all existing procedures and practices to find 
out the cause of delay, the points at which delay occurs and to- 
devise suitable steps to minimise the possibility of delay. 

(b) Time-limits should be prescribed, if not already done, for 
dealing with receipts, files etc., and these should be strictly enforced. 
Superior officers should consider it their responsibility to find out 
whether in any particular matter there has been any avoidable delay - 
and call the persons responsible for the delay to account. 

(c) All notings at a level lower than that of Under Secretaries 
should be avoided. The responsibility of the Section should be only 
that of putting up previous papers and'precedents. This procedure- 
should be strictly observed in Ministries/Departments which have 
to deal with the grant of licences or permits of various kinds. 

(d) The levels at which substantive decision could be taken 
should be prescribed and any attempt to involve as many as possible- 
should be discouraged and dealt with severely, if found to be per¬ 
sisted in. 

6.6.2. (ii) Governments’ taking upon themselves more than v'hat 
they can manage by way of regulatory functions. 
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We are not in a position to assess the correctness of this criticism. - 
But it is to be recognised that in all those fields where Government' 
interfieres to regulate and control there is scope for abuse. While - 
it is not possible to accept the proposition that Government should 
divest itself of all regulatory functions and powers of control, it 
appears that it would be desirable for each Ministry/Department to" 
undertake a review of the regulatory functions which are its res¬ 
ponsibility and also examine whether all of them are necessary and 
whether the manner of discharge of those functions and of the 
exercise of powers of control are capable of improvement. We 
recommend that such a review be made. 

6.6.3. (iii) Much scope for personal discretion in the exercise of 

powers vested in different categories of Government 
servants. 

Discretionary powers are exercised by different categories of' 
Government servants all of whom are not endowed with a high 
sense of dedication and integrity in equal measure. There is scope 
for harassment, malpractices and corruption in the exercise of dis¬ 
cretionary powers. While we recognise that it would not be possible 
to completely eliminate discretion in the exercise of powers it 
should be possible to devise a system of administration which would’ 
reduce to the minimum, even if there is a certain seeming loss of 
perfection, the need for exercise of persona) discretion consistently 
with efficiency and speedy disposal of public business. Even so- 
there would be quite a considerable area where exercise of discre¬ 
tion could not be eliminated. It will, therefore, be necessary to 
devise adequate methods of control over exercise of discretion. In 
the more advanced countries various methods of such control have- 
been devised. We recommend that this should be studied and a 
system of control should be devised keeping in view the needs of 
the situation, the difficulties that arise on account of the vastness- 
of our country and the basic principles which are enshrined in our - 
Constitution and jurisprudence. 

6.6.4. (iv) Cumbersome procedures of dealing with various matters~ 

which are of importance to citizens in their day-to-day > 
affairs. 

The citizens of this country have to seek the help of administra-- 
tion in various matters which are of importance to their day-to-day 
affairs. Due to various reasons the current procedures are such as> 
make it really difficult for the citizens to get quick relief. Besides, 
quite a big section of our citizens are not trained or equipped to- 
say what they want clearly and precisely. This is partly due to ■ 
lack of awareness of the rights and) responsibilities and of the“ 
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procedures of Government. Therefore, they find it necessary to have 
recourse to touts and intermediaries. We recommend that a serious at¬ 
tempt should be made to educate the citizens in regard to these matters 
and also make suitable arrangements which would provide an easy 
access to administration without the need of the intervention of! 
touts and intermediaries. 

6-7. It is not possible for us to go into these matters in any great 
detail as it would have meant a very detailed study of the working 
of various Ministries and Departments. Apart from this it would 
have been very much out _f scope of. our terms of reference to 
undertake such a study. V*e, therefore, leave these questions to 
be examined by the respective Ministries/Departments who, we 
hope, would assign high priority to these matters. 

6.8. We have found that low-paid Government servants are en¬ 
trusted with the responsibilities of inspection, supervision, grant of 
licences, in matters like gradation of commodities, inspection of 
mines, supervision of implementation of labour laws and awards, 
various kinds of licensing, passing of goods at Customs etc. While 
the general increase in the salaries of Government servants is a 
matter to be decided in the light of national economy and the tax 
paying capacity of the people, it may be worthwhile in the country’s 
interest to examine whether the categories of officials who have to 
exercise considerable discretion in matters relating to taxation, issue 
of valuable permits and licences, or otherwise deal with matters 
which require high degree of. integrity, should not be given special 
attention regarding status and emoluments. Thus appraisers and 
examiners in the Customs, Inspectors in the Excise and the Income 
Tax Departments, supervisory personnel in the Central Public Works 
Department, Railways and Postal Departments and analogous cate¬ 
gories should be made to feel that the improvement of their condi¬ 
tion is a matter of special concern to the Government. We also 
feel that undue economy in the number of officers is not desirable. 
We were told by a number of witnesses that where any cadre 
consists of both direct recruits and persons promoted from subordi¬ 
nate services, the standard of integrity of direct recruits is com¬ 
paratively higher. While we are unable to endorse any such 
sweeping generalisation, we feel that this aspect requires to be 
looked into carefully and if the general impression has any basis 
in truth it may be necessary to review their respective proportions 
from this point of view. 

6.9. Even more important than improvement in the scales of 
salaries is the need to provide housing, medical facilities for the 
Government servant and his family, and assistance towards the 
education of children, especially of those who have to serve far 
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away from their own States. The example of the Railways which 
are establishing hostels in suitable centres of education, where the 
sons and daughters of the railway employees can be maintained at 
charges which can be reasonably borne by the parents, deserves to 
be followed by other Central Departments. 

6.10. We consider that the provision of housing and wherever 
possible, in colonies, will be a valuable aid in the promotion of 
integrity. If officials of the Income-tax, Customs and Excise Depart¬ 
ments are forced to find their own accommodation in such big cities 
as Bombay, Calcutta and Madras, they become obliged to landlords 
and their agents. We would earnestly suggest to Government to 
undertake the provision of housing on an adequate scale, and till 
then to have a sufficient number of requisitioned accommodation to 
accommodate all their staff. When Government servants of the 
same department or allied departments live in a colony, it is not 
easy to indulge in unsocial practices without being noticed or talked 
about. Almost every head of Department who met us impressed 
upon us the need and the salutary effects of adequate housing. 

6.11. In the Ministries/Departments dealing with the economic 
affairs of the country and those which have to spend large amounts 
of money on construction and purchases the temptation to stray 
away from the path of integrity is greater and it is here that the 
undesirable type of contact men and touts flourish. We consider 
that in these Ministries steps should be taken immediately to compile 
informal codes of conduct for the different categories of Government 
servants regarding participation in entertainment and availing 
themselves of other facilities from those who may have or are likely 
to have official dealings with them and suitable procedures should 
be evolved to encourage voluntary adherence to those codes. The 
example must be set by superior officers. 

6.12. Every officer of superior status under whom a number of 
Gazetted officers are working directly should take steps to ascertain 
personally whether there is any reason to doubt or suspect the 
integrity of any of these officers. This would bring the superior 
officers in greater contact with their junior officers and this would 
help in ensuring that they do not stray from the path of virtue. 

6.13. Some of the other more important preventive measures 
are:— 

(i) Great care should be exercised in selecting officers for ap¬ 
pointment to high administrative posts. Only those whose integrity 
is above board should be appointed to these posts. 

(ii) At the time of making selections from non-gazetted to 
gazetted ranks for the first time all those whose integrity is doubt¬ 
ful should be eliminated. 
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(iii) Every officer whose duty it is to sponsor a name for promo¬ 
tion should be required to record a certificate that he had seen the 
record of service of. the Government servant and he is satisfied that 
the Government servant is a man of integrity. 

(iv) Exigencies of public service require grant of extension or 
re-employment of Government servants who have attained the age 
of superannuation and are about to retire or retired. Such servants 
are also employed in the public sector undertakings. We recom¬ 
mend that an essential condition for the grant of extension or re¬ 
employment should be that the person concerned has had a good 
reputation for integrity and honesty. If this condition is not ful¬ 
filled the person concerned should not be considered eligible for 
grant of extension or re-employment. 

(v) A good deal of harm is done by vague talk about corruption. 
This can be reduced only if there are agencies which a person with 
genuine complaint can approach for redress, with the assurance 
that he will be fully protected and that prompt and adequate action 
will be taken where found justified. The Central Vigilance Com¬ 
mission and the Vigilance Organisation should be able to meet this 
need in matters relating to complaints of corruption, harassment etc. 
We wish to emphasise that it is essential that bona fide complainants 
should be protected from harassment or victimisation. The 
Ministry of Home Affairs should consider itself as having a special 
responsibility in this regard. 

(vi) Enquiry-cum-Reception Offices should be established in all 
Ministries/Departments which deal with licences/permits and to 
which members of the public frequently go. All visitors should 
enter their names and the purpose of their visit in a register to be 
kept at the Reception Office. 

(vii) Steps should be taken to prevent sale of information. One 
of the causes of this type of corruption is the undue secrecy maintain¬ 
ed in regard to matters in respect of which it is not necessary to do 
so. A clear distinction should be made as to what information should 
be treated as ‘secret’ and what should be made freely available to 
the public. Any member of the public who wants to have informa¬ 
tion of the latter category should be able to approach some specified 
officer in each Ministry/Department undertaking for that purpose 
and get what he wants. 

6.14. We are told that on occasions difficulties are experienced in 
obtaining the necessary forms required to be ;ubmitted for obtain¬ 
ing licences/permits etc. This difficulty is likely to arise more in 
matters like applications for Taccavi, Cement and Steel etc. Except 
in regard to the Union Territories such difficulties are not likely to 
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arise in connection with matters dealt with by the Central Govern¬ 
ment. It is desirable to remove such difficulties to whatever extent 
possible they may exist. We, therefore, recommend that arrange¬ 
ments should be made for easy supply of forms whether free or on 
payment. 

6.15. At present, there is a column in the annual confidential report 
regarding every public servant where the superior officer has to 
comment on his integrity. But under the present practice it is diffi 
cult for him to fill this column even when he has reasonable grounds 
to be doubtful of the integrity of his subordinate in the absence of 
definite proof. So it is usual to say something non-committal. We 
recommend that in cases where the reporting officer is not in a posi¬ 
tion to make a positive report about integrity he should leave the 
column blank and submit a secret report if he has reasons to doubt 
the integrity of the officer on whom he is reporting stating the reasons 
for his suspicions. The Government or the heads of Department 
who receive such secret reports should take suitable steps to find out 
the correctness or otherwise of the report. 

6.16. After very careful consideration we gave a report on 20-12-65 
on the question of Government servants accepting commercial em¬ 
ployment after retirement. Our report is in Annexure V. We have 
recommended that there should be a complete ban against Govern¬ 
ment servants accepting private commercial and industrial employ¬ 
ment for two years after retirement. We considered that such a 
strict restriction was necessary to dispel any impression that there is 
any sort of link or partnership or community of interest or collusion 
between the higher echelons of administration and the private corpo¬ 
rate sector as such an impression, whether justified or not, not only 
affects the prestige of the Civil ^Service but also affects the social 
climate. 

6.17. The adoption of preventive measures against those who 
habitually corrupt public servants will strike at the evil from the 
other end. We wholeheartedly endorse the view that the existence 
of large amounts of unaccounted black money is a major source of 
corruption. This money is obtained by various ways, viz. tax 
evasion, smuggling, speculation in immovable property and shares 
and stocks, receiving fees and remuneration partly or wholly in cash 
without showing them in the accounts, trading in licences and per¬ 
mits, over-invoicing and under-invoicing etc. It has not been possi¬ 
ble for us to examine these matters in any great detail. But we 
venture to make a few suggestions. 

6.18. We consider that there is no justification to treat income-tax 
reports and assessments as secret. We notice that the secrecy 
provisions have been somewhat liberalised in the Income-tax Act, 
1961, but not far enough. In some other advanced countries income- 
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tax returns and assessments are not treated as secret and are pub¬ 
lished. We consider publication of such returns and assessments 
would have a salutary effect on those persons in business and pro¬ 
fessions who are inclined to take advantage of the secrecy provisions 
to evade income-tax. They are sensitive about their reputation 
and tiie amount of income-tax paid is an index of their standing in 
their business or profession, they would be strongly dissuaded from 
lowering themselves in the estimation of their colleagues or given 
a handle to their competitors, if they are found to be assessed to tax 
on an income less than what they are believed to be earning. We 
are glad to note that some provisions in this respect are being made 
in the Finance Bill, 1964. 

6.19. To buy and sell properties at prices much greater than those 
recorded in the conveyance deeds has become a common method of 
cheating the Central Government of income-tax and other taxes and 
the State Government of the stamp duty and as a convenient method 
of transferring black money. If, in some manner, the Central and 
State Governments, -or some special corporations set up for the pur¬ 
pose can be empowered to step in and acquire such properties at the 
stated value, or even at a small premium when it is considered that 
the properties have been deliberately under-valued, it will strike a 
blow against black money. 

Similarly, the habit of charging “pugri” or “premium” for renting 
houses and flats is a similar source of corruption for which some 
drastic steps have to be taken. We understand that this illegal 
“pugri” is taken not only by the owners of houses and flats, but also 
by the tenants who continue to hold on to them nominally and sublet 
to others. 

6.20. We have already mentioned the existence of ‘contactmen’' 
and ‘touts’. Obviously these do not include genuine representatives 
of commercial and industrial firms. In this regard our recommenda¬ 
tions are: — 

(i) No official should have any dealings with a person claim¬ 
ing to act on behalf of a business or industrial house or 
an individual, unless he is properly accredited, and i« 
approved by the Department, etc. concerned. Such a 
procedure will keep out persons with unsavoury antece¬ 
dents or reputation. There should, of course, be no res¬ 
triction on the proprietor or manager, etc., of the firm or 
the applicant himself approaching the authorities. 

(ii) Even the accredited representatives should not be allowed 
to see officers below a specified level—the level being 
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specified in each organisation after taking into considera¬ 
tion the functions of the organisation, the volume and 
nature of the work to be attended to, and the structure of 
the organisation. However, care should be taken to limit 
permissible contacts to levels at which the chances of cor¬ 
ruption are considered to be small. This would often 
mean that no contact would be permitted at the level of 
subordinate officers. 

(iii) There should be a system of keeping some sort of a record 
of all interviews granted to accredited representatives. 

(iv) There should be a fairly senior officer designated in each 
Department to which an applicant etc., may go if his case 
is being unreasonably delayed. 

It is necessary that a proper procedure should be devised in con¬ 
sultation with the Central Vigilance Commission for accrediting and 
approval by the Department. Before granting approval the antece¬ 
dents of the person proposed to be accredited should, if possible, be 
verified. In any case no person who is not definitely employed by 
an established undertaking who will be responsible for his contact 
and actions should be approved. 

■6.21. It is also desirable that officers belonging to prescribed cate¬ 
gories who have to deal with these representatives should maintain 
a regular diary of all interviews and discussions with the registered 
representatives whether it takes place in the office or at home. The 
general practice should be that such interviews should be in the office 
and if it takes place at home, reasons should be recorded. Any busi¬ 
ness or discussion which is not so recorded should be deemed to be 
irregular conduct, of which serious notice should be taken by the 
superiors. 

fi.22. Companies and businessmen should be obliged to keep detailed 
accounts of the expenditure in their expense account. Normally 
it should be the income-tax officers who should scrutinise those 
accounts. But whenever an income-tax officer feels that amounts 
have been spent for entertaining high officials, or other purpose for 
which satisfactory explanation is not forthcoming, it should be his 
duty to refer the matter to the Chief Vigilance Officers in the depart¬ 
ments concerned. If there is any legal difficulty for passing on such 
information under the present law, it should be removed. It is 
through the close cooperation of the Income-tax Department, Vigi¬ 
lance Officers and Central Bureau of Investigation that Effective 
results can be obtained. Public knowledge of the existence of such 
cooperation will be a good preventive measure. 
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6.23. Intelligent and effective propaganda can play a great part in 
fight against corruption. Such propaganda should on the one hand 
avoid giving an exaggerated idea that a particular case is more 
general than it is, and on the other it should convince the public 
that the authorities have no sympathy with the corrupt officials and 
are determined to put them down. It will be desirable to create a 
special cell in the Home Ministry consisting of representatives from 
All India Radio, Press Information Bureau, and the Films Division 
to evolve effective propaganda and publicity measures. Representa¬ 
tives of the press may also be associated. The general principles to 
be followed arey—> 

There should be no publicity at the time of investigation or during 
departmental inquiry, but effective and widespread publicity to cases 
resulting in dismissal, removal or compulsory retirement should be 
given. In cases of prosecutions before courts, important cases will 
in the ordinary course be given publicity by the press. What is re¬ 
quired is to ensure that true facts and arguments are available to 
those who edit the cases. The Cell proposed should offer to provide 
the necessary assistance. A periodical summary, say once in three 
months, of important cases dealt with either by departmental in¬ 
quiries or prosecutions in courts should be supplied to the press. It 
may also be hoped that the report of the Vigilance Commission which 
will be placed before Parliament will attract wide publicity. 

6.24. The most important preventive measure is of course the 
evolution of a social climate in which no public servant or a person 
holding a public office, unless he is wholly devoid of moral sense, will 
be tempted to stray from the path of integrity and resort to corrup¬ 
tion. This is one of the terms of our reference and is being dealt 
with in a separate section. 



SECTION 7 


LAW AND PROCEDURE RELATING TO CORRUPTION 

7.1. The fourth term of reference reads as follows: 

“To suggest changes in the law which would ensure speedy 
trial of cases of bribery, corruption and criminal mis¬ 
conduct, and make the law otherwise more effective.” 

7.2. The substantive law relating to bribery, corruption and criminal 
misconduct is contained in the Indian Penal Code and the 
Prevention of Corruption Act, 1947, the procedural law in the Crimi¬ 
nal Procedure Code, Criminal Law Amendment Act, 1958 and some 
special rules of evidence relating to such cases in the Prevention of 
Corruption Act. The working of the relevant provisions of these 
enactments in prosecutions in courts and also at the. stage of 
investigation have disclosed that certain changes in the law sre 
required in order to ensure speedy trials and more effective results. 
We have examined the existing provisions in the light of experience 
gained in numerous cases, and also in the context of social changes 
and economic objectives which have created new problems. ,< 

Amendments to the Indian Penal Code 

7.3. The Indian Penal Code was enacted in 1860, and though it 
has been amended here and there, its main structure has continued 
intact during the last 100 years and more. It is an admirable 
compilation of substantive criminal law, and most of its provisions 
are as suitable today as they were when they were formulated. But 
the social and economic structure of India has changed to such a 
large extent, especially during the last 17 years of freedom, that in 
many respects the Code does not truly reflect the needs of the 
present day. It is dominated by the notion that almost all major 
crimes consist of offences against person, property or State. How¬ 
ever, the Penal Code does not deal in any satisfactory manner with 
acts which may be described as social offences having regard to the 
special circumstances under which they are committed, and which 
have now become a dominant feature of certain powerful sections 
of modem society. Such offences may broadly be classified into: 

(1) Offences calculated to prevent or obstruct the economic 
development of the country and endanger its economic 
health; 

(2) Evasion and avoidance of taxes lawfully imposed; 


53 



54 

(3) Misuse of their position by public servants in m akin g of 
contracts and disposal of public property, issue of licences 
and permits and similar other matters; 

(4) Delivery by individuals and industrial and commercial 
undertakings of goods not in accordance with agreed 
specifications in fulfilment of contracts entered into with 
public authorities; 

(5) Profiteering, black-marketing and hoarding; 

(6) Adulteration of foodstuffs and drugs; 

(7) Theft and misappropriation of public property and funds; 
and 

(8) Trafficking in licences, permits, etc. 

7.4. Some of these offences have been made punishable by special 
enactments. We are of the opinion that it is desirable to add a new 
chapter to the Indian Penal Code bringing together all the offences 
in such special enactments and supplementing them with new provi- 
sions so that all social offences will find a prominent place in the 
genera] criminal law of the country. It is a matter for the Govern¬ 
ment to consider whether this work should be undertaken by a 
special legal committee or referred to the Law Commission. 

7 5. Meanwhile, some sections of the Indian Penal Code require 
immediate amendment in order to deal effectively with corruption. 

7.6. Section 21 defines “public servant”. Twelve categories of 
public servants have been mentioned, but the present definition 
requires to be enlarged. The ninth category describes a large variety 
of officers charged with the performance of different kinds of duties 
relating to pecuniary interests of the State. The last sentence of 
this category, namely, “every officer in the service or pay of the 
Government or remunerated by fees or commission for the perform¬ 
ance of any public duty” should be put as a general definition. After 
the word “government”, the words “local authority”, “public cor¬ 
poration”, or “government company” should be added. The words 
“engaged in any trade or industry” may also be deleted from the 
twelfth clause of Section 21 as these words have a restrictive effect. 
It should also be made clear that all Ministers, Ministers of State, 
Deputy Ministers, Parliamentary Secretaries and members of local 
authorities come under the definition of ‘public servant’. A further 
category should be added to include all persons discharging adjudica¬ 
tory functions under any Union or State Law for the time being in 
force. We al6o consider it necessary to include the following cate¬ 
gories within the definition of the term ‘public servant”: — 
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President, Secretary and all members of Managing Committee 
of a registered Co-operative Society; 

Office-bearers and employees of educational, social, religious 
and other institutions, in whatever manner established, 
which receive aid in any form from the Central or State 
Governments. 

7.7. We, therefore, recommend that Section 21 of the Indian Penal 
Code may be amended as stated below: — 

“The words ‘public servant’ denotes every person in the service 
or pay of the Government, a local authority or a Corporation 
established by a Central or State Act or a Government Company as 
defined in Section 617 of the Companies Act, 1956 and/or who is 
remunerated by fees or commission for the performance of any 
public duty and includes a person falling under any of the descrip¬ 
tions hereinafter following, namely:— 

First .—Every Minister including Ministers of State, Deputy 
Ministers and Parliamentary Secretaries holding such office in the 
Union or State Governments. 

Second .—Every Commissioned Officer in the Military, Naval or 
Air Forces (of India). 

Third .—Every Judge including any person entrusted with adjudi¬ 
catory functions in the course of enforcement of any law for the 
time being in force. 

Fourth.—Every officer of a Court of Justice including a liquida¬ 
tor, receiver and commissioner whose duty it is, as such officer, to 
investigate or report on any matter of law or fact, or to make, 
authenticate, or keep any document, or to take charge or dispose of 
any property, or to execute any judicial process, or to administer 
any oath, or to interpret, or to preserve order in the Court, and 
every person specially authorised by a Court of Justice to perform 
any of such duties. 

Fifth .—Every juryman, assessor or member of a panchayat 
assisting a Court of Justice or public servant. 

Sixth .—Every arbitrator or other person to whom any cause or 
matter has been referred for decision or report by any Coprt of 
Justice, or by any other competent public authority. 

Seventh .—Every person who holds any office by virtue of which 
he is empowered to place or keep any person in confinement 

Eighth .—Every officer of the Government whose duty it is, as 
such officer, to prevent offences, to give information of offences, to 
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bring offenders to justice, or to protect the public health, safety, or 
convenience. 

Ninth .—Every officer whose duty it is, as such officer, to take, 
receive, keep or expend any property on behalf of the Government 
or to make any survey, assessment or contract on behalf of the Gov¬ 
ernment or to execute any revenue process, or to investigate, or to 
report, on any matter affecting the pecuniary interests of the 
Government or to make, authenticate, or keep any document 
relating to the pecuniary interests of the Government or to prevent 
the infraction of any law for the protection of the pecuniary in¬ 
terests of Government. 

Tenth .—Every officer whose duty it is, as such officer, to take, 
receive, keep or expend any property, to make any survey or 
assessment or to levy any rate or tax for any secular common 
purpose of any village, town or district, or to make, authenticate 
or keep any document for the ascertaining of the rights of the 
people of any village, town or district. 

Eleventh .—Every person who holds any office in virtue of which 
he is empowered to prepare, publish, maintain or revise an electoral 
roll or to conduct an election or part of an election. 

Twelfth .—Every person who is a President, Secretary or other 
office-bearer or a member of the managing committee of a registered 
Cooperative Society. 

Thirteenth .—Every person who is an office-bearer or an employee 
of educational, social, religious and other institutions, in whatever 
manner established, which receive aid in any form from the Central 
or State Governments. 

Fourteenth .—Every member of such local authorities as may be 
notified in this behalf by the Central or a State Government. 

ILLUSTRATION 

A Municipal Commissioner is a public servant. 

Explanation 1.—Persons falling under any of the above descrip¬ 
tions are public servants, whether appointed by the Government 
or not. 

Explanation 2.—Wherever the words “public servant” occur, 
they shall be understood of every person who is in actual possession 
of the situation of a public servant, whatever legal defect there 
may be in his right to hold that situation. 

Explanation 3—The word “election” denotes an election for the 
purpose of selecting members of any legislative, municipal or other 
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public authority, of whatever character, the method of selection to 
which is by, or under, any law prescribed as by election. 

7.8. Chapter IX deals with offences by or relating to public 
servants. So far as the Government servant is concerned, Sections 
161 to 171 appear to be exhaustive. But a glaring defect of this 

' Chapter is that the giving of a bribe and other forms of corrupting 
public servants are not listed as substantial offences by themselves, 
but come only indirectly in Sectipn 165A as abetment of the taking 
of a bribe by a public servant. Under the existing law, namely 
Section 165A read with Section 108, Explanation 2, it may not be 
necessary that the act abetted should be actually committed, or in 
other words, that the public servant must accept the bribe, in order 
that the bribe giver may be convicted of abetment of bribery. But 
it would at least require proof that the bribe giver had either aided 
or directly instigated the public servant to take the bribe, or had 
conspired with another person so that the latter might approach the 
public servant with the offer of a bribe. All these complications 
under the present law should be removed making the offering of 
bribe a substantive offence and not merely an abetment as at present. 
We feel that this lacuna should be remedied so that where it can be 
proved that a person has attempted to corrupt a public servant, the 
former should be considered guilty even though the public servant 
had, in fact, not been corrupted. We, therefore, recommend that a 
new Section be inserted as Section 161 A: 

“Whoever offers or attempts to offer to any public servant or to 
any other person on his behalf with or without the knowledge of the 
public servant, any gratification whatever other than legal remunera¬ 
tion, as a motive or reward for the public servant for doing or for¬ 
bearing to do any official act, or for showing, or forbearing to show 
in the exercise of his official functions favour or disfavour to himself 
or any other person, or for rendering or attempting to render any 
service or disservice to any person with the Central or a State 
Government, or Parliament or the Legislature of any State, or any 
local authority, university, State undertaking, public corporation or 
Government company or any other authority or with any public 
servant as such shall be punished with imprisonment of either des¬ 
cription for a term which may extend to three years, or with fine or 
with both.” 

7.9. The offences under Chapter IX of the Indian Penal Code 
relating to bribery and corruption should be made nonbailable. The 
Central Bureau of Investigation should have jurisdiction to investi¬ 
gate these offences and they should be tried by special court. 
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Amendments to the Prevention of Corruption Act 

7.10. Section 4(1) of the Prevention of Corruption Act provides 
that where it is proved that an accused person has accepted or 
obtained, or has agreed or attempted to obtain, either himself or for 
any other person, any gratification or any valuable thing, it shall be 
presumed that it was received or attempted to be received as a 
motive or reward such as is mentioned in Section 161 or Section 165 
of the Indian Penal Code, as the case may be, without or for consi¬ 
deration which was inadequate. Section 4(2) of the Act creates a 
similar presumption in respect of Section 165A of the Indian Penal 
Code. 

7.11. Section 5 of the Act creates the offence of criminal misconduct 
which includes the habitual commission of offences under 
Sections 161 and 165 of the Code. We are recommending a recasting 
of Section 5 of the Prevention of Corruption Act. It is. therefore, 
necessary that the presumptions enunciated in Sections 4(1) and 
4(2) should be made available in respect of offences under Sec¬ 
tion 5(1) and also subjection 5(2) by including the offences under 
Section 5 within the purview of Section 4. 

7.12. Section 5 of the Prevention of Corruption Act requires a 
number of changes. The words “in the discharge of his duty” have 
been used in a manner such as to qualify sub-qlauses (a), (b), (c) and 
(d). Such a restriction seems to be unwarranted as the same offence 
may be committed by a public servant who merely acts as an inter¬ 
mediary such as by offering to procure a job through his influence 
with an official appointing authority who alone will act in the dis¬ 
charge of his duty in making the appointment. These words “in the 
discharge of his duty” should be deleted from the Section in order 
that such an intermediary may be brought within its purview. 

The structure of the Section may be altered as suggested below. 
We are of the opinion that the provisions of Section 5(1) should be 
further expanded by the addition of a new clause which is set out 
below as clause (c) of Section 5. At the same time some words 
should be used to show that this particular type of criminal mis¬ 
conduct, though not in the discharge of the duty of p public servant, 
is related to the duty of a public servant This may be necessary 
to distinguish such criminal misconduct from criminal misconduct 
in general which may come under the general law of crimes. 

A further sub-section may be inserted in Section 5 to deal with 
those who habitually corrupt public servants or abet such corrup¬ 
tion habitually. 

While Section 511 of the Indian Penal Code provides for punish¬ 
ment of attempts to commit offences 6tated in the Code there is no 
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corresponding provision in the 'Prevention of Corruption Act to deal 
with attempts to commit offences under Clauses (c) and (d) of sub¬ 
section (1) of the existing Section 5 of the Prevention of Corruption 
Act. We, therefore, recommend that another sub-section may be 
added as sub-section (3). 

We therefore, recommend that Section 5 of the Prevention of 
Corruption Act may be amended as follows: 

Criminal misconduct by a public servant in relation to his own duty 
or that of any other public servant. 

5(1) Whoever being a public servant 

(a) habitually accepts or obtains or agrees to accept or 
attempts to obtain from any person for himself or for any 
other person, any gratification (other than legal remunera¬ 
tion) as a motive or reward such as is mentioned in Sec¬ 
tion 161 of the Indian Penal Code, or 

(b) habitually accepts or obtains or agrees to accept or 
attempts to obtain for himself or for any other person, any 
valuable thing without consideration or for a considera¬ 
tion which he knows to be inadequate, from any person 
whom he knows to have been, or to be, or to be likely to 
be concerned in any proceeding or business transacted or 
about to be transacted by him, or having any connection 
with the official functions of himself or of any public 
servant to whom he is subordinate, or from any person 
whom he knows to be interested in or related to the person 
so concerned, or 

(c) dishonestly or fraudulently misappropriates or otherwise 
converts for his own use any property entrusted to him* 
or under his control as a public servant or allows any 
other person so to do, or 

(d) by corrupt or illegal means or by otherwise abusing his 
position as public servant, obtains for himself or for any 
other person any valuable thing or pecuniary advantage, 
or 

(e) himself or any other person on his behalf is in possession, 
or has been at any time during his period of office in 
possession of pecuniary resources or property dispropor¬ 
tionate to his known sources of income, for which he 
cannot satisfactorily account, 

commits the offence of criminal misconduct in relation to the duty 
of a public servant and shall be punished with imprisonment for a 
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term which shall not be less than one year, but which may extend 
to seven years and shall also be liable to fine; 

Provided that the court may, for any special reasons recorded in 
writing, impose a sentence of imprisonment of less than one year. 

(2) Whoever habitually commits an offence punishable under 
Section 161A, 162, 163 or Section 165A of the Indian Penal Code 
shall be punished with imprisonment of either description for a 
term which shall not be less than 1 year, but which may extend to 
7 years, and shall also be liable to fine; 

Provided that the court may, for any special reasons recorded in 
writing, impose a sentence of imprisonment of less than 1 year. 

(3) Whoever attempts to commit an offence under Clauses (c) and 
(d) of sub-section (1) of this Section or an offence under sub¬ 
section (2) of this Section shall be punished, with imprisonment of 
any description which may extend to three years or with fine or 
with both. ~ 

(4) Where a sentence of fine is imposed under sub-section (1) or 
(2) of this Section, the Court, in fixing the amount of fine, shall take 
into consideration the amount or the value of the property which 
the accused person has obtained by committing the offence or where 
the conviction is for an offence under Clause (c) of sub-section (1) 
of this Section, the pecuniary resources or property referred to in 
that sub-section”, 

7.13. Regarding Section 5A, it provides: 

That no Police Officer below the rank of an Assistant Commis- 
«ioner of Police, a Superintendent of Police, or a Deputy Superin¬ 
tendent of Police shall investigate any offence punishable under 
Section 161, or Section 165A of the Indian Penal Code, or under sub¬ 
section (2) of Section 5 of this Act, without the order of a Presidency 
Magistrate or a Magistrate of the first class. There is a proviso to 
this Section which enables the Inspector General of Police, Special 
Police Establishment to authorise a Police Officer of the Delhi 
Special Police Establishment not below the rank of an Inspector 
of Police to investigate an offence under this Act in certain circums¬ 
tances, without the order of a Magistrate which is ordinarily requir¬ 
ed. The Special Police Establishment have occasionally found it 
difficult to obtain the sanction of the Magistrate to entrust the 
investigation to an officer below the specified rank. The Supreme 
Court has held in State of Madhya Pradesh Vs. Mubarak Ali (AIR 
1959—Supreme Court 707) that the safeguards provided in Sec¬ 
tion 5A of the Prevention of Corruption Act should be strictly 
complied with, and that a magistrate should allow the case to be 
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investigated by a subordinate police officer only when he finds it 
necessary to do so. The number of Deputy Superintendents of 
Police in the Special Police Establishment is limited at present, and 
they cannot cope with the increasing workload which has increased 
from 1946 to 1962 from 384 to 612 regular cases, and from 435 to 659 
preliminary inquiries. The Inspectors in the Special Police Establish¬ 
ment are selected after a very careful examination of their record. 
It is, therefore, recommended that Section 5A be amended so as to 
authorise' all Inspectors of the Special Police Establishment and 
such officers of similar rank of the Anti-Corruption Agencies of the 
State Governments as may be specified by the respective State 
Governments by general or special orders to make investigations 
•without obtaining the permission of a Magistrate. 

Criminal Procedure' Code 

7.14. We considered carefully the amendments required to be 
made to the Criminal Procedure Code which would help in dealing 
with cases of corruption more expeditiously. We recommend that 
the following amendments may be made: 

7.15. Section 4(p) of the Code defines an officer in charge of a 
Police Station and empowers that officer to exercise various powers 
under the Code. As the law stands at present, the officers of the 
Special Police Establishment cannot exercise these powers unless 
they are so empowered. The Bombay High Court in a judgment 
on 12th April, 1954, pointed out certain legal disabilities of a Special 
Police Establishment officer conducting an investigation. The 
Government of India wrote to the State Governments asking them 
to issue a general order empowering the Special Police Establish¬ 
ment to exercise powers of an officer in charge of a police station. 
All except one State have issued the notification. It is, therefore, 
Tecommended that Section 4(p) may be amended to include officers 
•of the Special Police Establishment of the rank of a Sub-Inspector, 
an Inspector and a Deputy Superintendent of Police. Or in the 
alternative a new sub-section (3) may be added in Section 5 of the 
Delhi Special Police Establishment Act to read as under:— 

“(3) Any member of the said establishment of or above the rank 
of sub-inspector may, in discharging his functions under sub¬ 
section (2) in any area in a State, exercise any of the powers of the 
•officer in charge of a police station in the area in which he is for 
the time being and in so exercising such powers, shall be deemed to 
be an officer in charge of a police station discharging the functions 
of such an officer within the limits of his station.” 

7.16. Section 94 of the Criminal Procedure Code empowers an 
officer incharge of a police station to call upon, during the investiga- 



‘ion, any person in whose possession or power, any document or 
other thing relevant for the inquiry is believed to be, to attend and 
produce it at the time and place stated in the summons or order. 
This power is also available in respect of Banks which could also 
be required to produce their books of accounts. This, however, does 
not enable the investigating officer to require the Bank to furnish 
certified copies. Secondly the power to call upon Banks to furnish 
this information could be exercised only when an investigation 
under the Code of Criminal Procedure is undertaken. But the 
Special Police Establishment and the State Anti-Corruption Agencies 
are often required to collect information in secret before register¬ 
ing a formal case. The powers to collect such information even 
before registering a regular case will all the more be necessary in 
vie\y of our recommendation that possession of assets disproportion¬ 
ate to known sources of income should be made a substantive 
offence. In view of these considerations we recommend that Sec¬ 
tion 94 and Section 5 of the Bankers’ Book (Evidence) Act should 
be suitably amended to enable the officers of the Special Police 
Establishment and/or of the State Anti-Corruption Agencies and/or 
any other officer notified in this behalf by general or special order 
by the Central or a State Government, as the case may be, to 
obtain certified copies of the accounts and of all other documents 
relevant to the entries in the books of accounts relating to any person 
in respect of whom an inquiry or investigation is being made 
whether under the provision of the Code of Criminal Procedure or 
any other law or rule for the time being in force or in any other 
manner whatever. 

7.17. Section 222(2) of the Code of Criminal Procedure, does not, 
as it is at present worded, apply to trial for offences under Sec¬ 
tion 5(1) (c) of the Prevention of Corruption Act. Section 234 of 
the Code of Criminal Procedure which applies to such trials limits 
the number of instances of misappropriation of the same kind com¬ 
mitted within the space of 12 months from the first to the last of 
such offences. This leads to multiplicity of proceedings. Besides, 
Section 222(2) speaks only for “criminal breach of trust or dishonest 
misappropriation of money’’. It does not include dishonest misappro¬ 
priation of movable property other than money. We, therefore, 
recommend that Section 222(2) of the Code of Criminal Procedure 
may suitably be amended so as to cover offences under Section 
5(1)(c) of the Prevention of Corruption Act and dishonest misappro¬ 
priation of movable property other than money. 

7.18. According to Section 251A of the Code of Criminal Proce¬ 
dure, in cases tried by a Magistrate, he is required to satisfy him¬ 
self that the documents referred to in Section 173 of the Code have 
been furnished to the accused. Section 251A was added in 1955. One 
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of the reasons for this addition was that the accused should not be 
taken by surprise. A similar obligation is not cast on the accused 
to furnish a list of witnesses and of documents which he proposes to 
rely upon in his defence. It should be noticed that according to 
Section 211 of the Code of Criminal Procedure, the accused shall, 
at, once on the charge being framed in a commitment proceedings 
be required to give orally or in writing a list of the persons (if ariy) 
whom he wishes to be summoned to give evidence in his trial. Sub¬ 
section (2) of Section 211 provides for submission of a further list 
of witnesses at a later date. We consider that disposal of cases 
would be expedited if the accused is similarly obliged to give a list 
of witnesses and documents immediately after the charge is framed 
under Section 251A. Sub-section (6) of Section 251A may, there¬ 
fore be suitably amended to make it obligatory for the accused to 
file a list of witnesses and documents he proposes to rely upbn in 
his defence. We have, however, no objection if he gives stich a list 
at a subsequent stage provided it is done immediately on the closing 
of the evidence for the prosecution. 

7.19. A proviso may be added to sub-section (1A) of section 344 
of the Code of Criminal Procedure to the effect that the mere fact 
that a party to the proceedings intends to move a higher Court,in 
revision regarding the legality, propriety or correctness of an order 
passed by the court, shall not be a ground for adjournment or post¬ 
ponement of trial or Inquiry before 6uch court. 

7-20. A proviso may be added to sections 435 to 439 of the Code 
of Criminal Procedure to the effect that the higher courts while 
exercising revisional jurisdiction in respect of cases pending in the 
inferior courts shall not stay proceedings in the inferior courts with¬ 
out giving a reasonable opportunity to the opposite party to show 
cause against such action and without recording reasons tq. show 
that it is necessary in the interest of justice to stay proceedings., 

7.21. Section 435 of the Criminal Procedure Code empowers the 
superior courts to call for records from subordinate courts. 

The production of such records necessarily causes considerable 
delay. While it is admitted that this power is necessary, the delay 
can be considerably minimised ff the superior court hears the 
opposite party and enables it to convinre the court that in the 
circumstances of the cases the calling for the record is not necessary, 
or that the purpose could as well be served bv filing certified copies 
of the relevant portions of the record. 

7.22. Under Section 492, only the State Government is empowered 
to appoint public prosecutors. The Delhi Special Police Establish¬ 
ment have a prosecuting staff of their own. These officers cannot 
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appear in courts unless notified as Public Prosecutors by the State 
Governments. Occasionally difficulties are experienced in having 
these officers so notified. We therefore consider that Section 492 
should be amended to empower the Central Government also to 
appoint Public Prosecutors, in any case or in a specified class of 
cases. This will facilitate the conduct of cases of corruption on the 
part of officers of the Central Government. Consequential amend¬ 
ments may be made in Section 495. 

7.23. Section 540A(2) may be so amended as to enable the court, 
in its discretion, to proceed with the trial or inquiry and to record 
evidence even in the absence of the accused subject to the right of 
the accused regarding cross-examination of the witnesses being 
suitably protected. 

7.24. Section 198B was added to the Code of Criminal Procedure 
by Act 26 of 1955. It is a special provision for prosecuting the 
offence of defamation other than by spoken words against the Presi¬ 
dent, Vice-President, Minister and other public servants in respect 
of their conduct in the discharge of publip functions. It empowers 
the public prosecutor to institute proceedings in respect of such 
offences. We state below some amendments that are necessary to 
make this provision more effective. 

(a) The combined effect of sub-section (3) and sub-section (13) 
of Section 198B is that the consent of the person defamed would be 
necessary to enable the public Prosecutor to institute such a proceed¬ 
ing. We consider that as a rule whenever a public servant or other 
persons hold such high offices as have been mentioned in the Section 
are defamed it should be open to Government to compel the defamer 
to prove his allegations. Unwillingness on the part of the person 
defamed to take the matter to Court reduces the utilitv of this provi¬ 
sion. There should be no disinclination to give such a consent. We 
consider that to improve the social climate the requirement of the 
consent of the person defamed should be dispensed with by deleting 
sub-section (13) of section 198-B. 

(b) The words “other than the offence of defamation by spoken 
words” occurring in sub-section (1) excludes defamatory statements 
made in public meetings. Such statements cause equal, if not more, 
damage to the reputation of the person defamed and have also a 
wider publicity. We consider that these restrictive words should 
be removed. 

(c) Under the present law the complainant has to prove that he 
has been defamed. This enables the accused to virtually put the 
complainant in the dock. The accused can also take shelter under 
the various exceptions to Section 499 of the Indian Penal Code. 
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Except in cases where the accused pleads and proves truth as justi¬ 
fication under the first exception to Section 499 the reputation of 
the person defamed remains damaged. We, therefore, recommend 
that the burden of proving the truth of the imputation should be 
squarely cast on the accused The accused in such cases should also 
be required to prove that he acted in good faith and in public 
interest. 

Miscellaneous 

7.25. Section 5 of the Imports and Exports (Control) Act 1947, 
provides for imprisonment upto 12 months and fine. There have 
been instances where the accused by pleading guilty have escaped 
with very light punishment. Considering that the Delhi Special 
Police Establishment alone had investigated between 1958-1962, 451 
cases of obtaining licences by resorting to malpractices and that the 
value of these licences was Rs. 2,38,24,142/- we are of the opinion that 
unlees severe punishment is meted out to breaches of the Imports 
and Exports (Control) Act, 1947, there could be no significant 
improvement in this Sector. We therefore recommend that Section 
5 of the Act may be so amended as to raise the punishment provided 
for thereunder to two years’ R.I. and also to make it obligatory on 
the courts to pass a minimum sentence of six months imprisonment 
except when the Courts have special reasons to inflict a lesser 
sentence. A provision may be made in the Act on the lines of Sec¬ 
tion 10 of the Essential Commodities Act, 1955, to the effect that the 
principal office-bearers would also be liable for punishment for 
offences committed by the Company or partnership concern or any 
incorporated body or an association of individuals and that the 
burden of proving their innocence should lie on them. 

Essential Commodities Act 

7.25 Sections 7 and 8 of the Act may be so amended as to add 
the words “or any direction given under any order made thereunder” 
after the words “any order made under section 3” therein. 

Constitutional Amendment 

7.27. We consider that it would not be an unreasonable classifi¬ 
cation to treat departmental proceedings involving charges of 
bribery, corruption or lack of integrity in a separate category and 
provide for a simplified procedure. We also consider that in such 
cases, the jurisdiction of courts including the power of the Supreme 
Court and High Courts under Article 32 and 226 respectively of the 
Constitution should be limited. We, therefore, recommend that 
another clause somewhat in the following terms may be added as 
clause (4) to Article 311. 



“Notwithstanding anything contained in Parts III, IV, VI 
and XIV of the Constitution, Parliament may by law 
regulate all matters relating to maintenance of inte¬ 
grity and honesty in the services and posts under the 
Union and States including the jurisdiction of Courts 
in respect of such matters.” 

We further recommend that the power to legislate in this behalf 
should be added as an item in List I of Schedule VII of the Consti¬ 
tution. 

7.28. We also recommend that by suitable legislation power to 
summon and compel the attendence of witnesses and production of 
documents should be conferred on the inquiring authorities who are 
appointed to hold inquiries in departmental proceedings. 

7.29. We find that in certain special enactments such as the Central 
Excise and Salt Act, 1944 provision is made prescribing a period 
of limitation for instituting a suit, prosecution or other legal 
proceedings in respect of anything done or ordered to be done un¬ 
der the other provisions of such enactments. In such cases the 
period of limitation starts running from the date of accrual of the 
cause of action or from the date of the act or order complained 
of. We consider that there is no justification for prescribing 
a period of limitation at least in respect of matters which involve 
allegations of bribery and corruption or lack of integrity. We, there¬ 
fore, recommend that the need for continuing such provisions parti¬ 
cularly in respect of matters involving bribery and corruption and 
lack of integrity should be re-examined and it should be considered 
whether in respect of such matters the period of limitation may not 
altogether be dispensed with. If for any reason it is not possible to 
do so, it should be considered whether the period of limitation could 
be enlarged and also made to run from the date of knowledge of **>- 
act or order complained of. 



SECTION 8 

GENERAL RECOMMENDATIONS 

8.1. We have made some detailed and specific recommendations in 
regard to the following: — 

(1) Directorate General of Supplies and Disposals. 

(2) Directorate General of Technical Development (Formerly 
Development Wing). 

(3) Import and Export Organisations. 

(4) Central Public Works Department. 

(5) Income-tax Department. 

(6) Customs and Central Excise Department. 

(7) Central Corporate Undertakings. 

ftecommendations in regard to these are in Annexures VII to 
XIII. 

8.2. We had dealt with preventive measures in Section 6 and have 
also made various suggestions in different parts of this report. 
We would like to deal with certain other matters of general 
importance in this Section. 

8.3. We find that the Ministry of Home Affairs had examined the 
procedure to be adopted in dealing with anonymous complaints 
and issued comprehensive instructions on 27th July 1962. The 
instructions issued strike a balance between the view that anony¬ 
mous complaints should be ignored and the view that they should 
not be ignored. 

8.4. We examined the procedure followed in regard to placing a 
Government servant under suspension. The relevant rules relat¬ 
ing to control and discipline enabled the Central Government to 
place a Government servant under suspension in cases where 

(i) a disciplinary proceeding against him is contemplated or 
is pending; or 

(ii) a case against him in respect of any criminal offence is 
under investigation or trial. 

There was some doubt regarding the point whether a member of 
All India Service could be placed under suspension when a disci¬ 
plinary proceeding against him is contemplated. That doubt has 
beep removed by certain recent judicial pronouncements. In our 
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recommendations regarding control and discipline rules we have 
recommended suitable provisions. By another judgment pronounc¬ 
ed in November, 1963 the Supreme Court declared that the power 
to suspend, as an interim measure, a member of the former Secretarj 
of States Services vests only in the Central Government. 

8.5. Placing of an officer under suspension has certain financial 
and other implications. We consider that some of the circumstances 
under which it would be appropriate to place a Government servant 
under suspension are— 

(1) Cases where investigation whether by the Police or 
departmental authorities, has commenced regarding— 

(a) any offence or conduct involving moral turpitude; 

. (b) corruption; embezzlement or misappropriation of Gov¬ 
ernment money; possession of disproportionate assets; 
misuse of official powers for personal gain; 

(-) serious negligence and dereliction of duty resulting in 
considerable loss to Government; 

(d) allegations which, if proved, may result in dismissal, 
removal or compulsory retirement; 

(2) wherever continuance in office will prejudice the investi¬ 
gation, trial or . an inquiry (e.g. apprehended tampering 
with witnesses or documents); 

(3) whenever it is decided to prosecute the Government 
servant for offences which, if proved, are likely to end 
in his conviction and consequent dismissal, removal or 
compulsory retirement from public service; 

(4) desertion of duty; 

(5) refusal or deliberate failure to carry out written orders 
of superior officers; 

(6) where continuance in office is likely to subvert discipline 
in the office in which the public servant is working. 

8.6. We recommend the following procedure relating to (a) grant¬ 
ing sanction to prosecute a Government servant where such 
sanction :s required under any provision of law; and (b) the 
manner of dealing with petitions for withdrawal .of prosecutions 
already launched. 

8.7. As regards the first, a procedure was settled in 1949 according 
to which in cases investigated by the Special Police Establishment 
and in which the sanction has to be accorded by the Central Gov- 
erixment the Ministry of Home Affairs issues the sanction after 
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obtaining the concurrence of the Ministry which controls the service 
to which the public servant proposed to be prosecuted belongs. 
The substantive decision whether sanction should be accorded or 
not is taken by the administrative Ministry. It has now been 
provided that in all such cases the Central Vigilance Commission 
will advise the Ministry of Home Affairs whether sanction should 
be accorded or not. The power to accord such sanction has also 
been centralised and vested in the Ministry of Home Affairs. This 
new procedure will remove many of the difficulties that arose 
under the previous procedure. 

8.8. But the more difficult question is the manner of dealing with 
requests for withdrawal of prosecutions already launched. There 
are no judicial pronouncements which furnish a guide regarding 
the principles that should be observed in such matters. It is not 
difficult to visualise cases where the question of continuing or 
withdrawing a prosecution may assume deserved or undeserved 
importance. It is also likely that various pressures may operate. 
We consider that it would not be desirable to leave such matters in 
a vague state of affairs. In our opinion some of the principles that 
should be observed are:— 

(1) when once a case is put in a court it should be allowed 
to take its normal course; 

(2) if in any case it becomes necessary to consider a petition 
for withdrawal such a petition should be disposed of on 
the advice of the Central Vigilance Commission, provided 
that 

(a) the court has not commenced recording evidence; 

(b) it is clear from the records that the competent autho¬ 
rity had not examined the merits of the case before 
according sanction; and 

(c) facts have come to light which would show that no 
offence had been committed by the accused. 

But we would like to reiterate that departure from the normal 
principle of not entertaining petitions for withdrawal of prosecution 
after sanction has been accorded or the case has been put in court 
should be very exceptional. 

8.9. We have examined the question whether a Government servant 
who has been convicted by a court of law should immediately 
be dismissed from service on such conviction, or the Govern¬ 
ment should wait till he has exhausted his remedies available 
under the law by way of appeal or revision. According to instruc¬ 
tions now in force, he should be dismissed immediately on his 
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conviction. But where the advice of the Union Public Service 
Commission is required to be taken the latter prefers to wait till 
the final termination of the proceedings. It is obvious that a public 
servant who is convicted by a court cannot be allowed to function 
in his post. He has, therefore, to be removed from service or at 
least placed under suspension. No uniform rule without exceptions 
can be laid down. If the Government is legally advised that there 
is little chance of the conviction being reversed on appeal, imme¬ 
diate dismissal is certainly the best course. It may save the Govern¬ 
ment the subsistence allowance that has to be paid during suspen¬ 
sion. On the other hand, if the legal advice is that there is a 
reasonable chance of the appeal being allowed, to continue the 
suspension would be preferable because in case the public servant 
succeeds in appeal he will have to be restored and paid his full 
salary and allowances. 

In this connection, we would suggest that the question of 
consulting the Union Public Service Commission in respect of 
Government servants who have been convicted by courts of law 
may be re-examined- While in departmental proceedings, which 
are of, a quasi-judicial nature, consultation with the Union Public 
Service Commission is a valuable safeguard the verdict of court of 
law is final so far as the Government is concerned unless it is 
reversed by a higher court. Therefore, in all cases of conviction, 
we recommend that the consultation may be dispensed with. 

8.10. We found that in the Directorate General, Supplies and 
Disposals, the O&M Unit of the Directorate had undertaken a post- 
facto scrutiny of disposed of files to find out the nature of mistakes 
or irregularities that have occurred. We consider that this experi¬ 
ment could usefully be adopted in other organisations which deal 
with grant of contracts and licences, permits, assessment, collection 
and refund of taxes, etc. 

8.11. Misutilisation and trafficking in licences has become a 
scandal. We were informed that except certain categories of import 
licences granted under the Export Promotion Schemes licenses are 
not transferable. Frequently enough licensees commit a breach of 
the conditions of non-transferability and proper utilisation. Sys¬ 
tematic efforts should be made to discover such breaches. We, 
therefore, recommend that there should be a machinery for veri¬ 
fication whether the conditions of the licenses are fulfilled. 

8.12. One of- the points mentioned to us with some emphasis was 
that in matters of giving contracts for construction and supplies 
the decisions should be taken by a committee and not by individuals 
if the amount involved is large, say rupees one lakh or more. 
Obviously this practice could also apply to grant of different kinds 
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of licences. While the suggestion appears, at first sight, attractive, 
there are two difficulties, viz.: (i) possible blurring of responsibility 
and (ii) the committees being dominated by one forceful personality. 
We are of the opinion that in each department which has to deal 
with such matters, an attempt should be made to classify those 
matters which are best left to a committee for decision and those 
which are better left to be decided by individual officers. 

8.13. Another matter that was brought to our notice was that 
undue secrecy in transacting Government business leads to ‘sale of 
information’. The extent to which secrecy should be observed is 
a question that could be answered only by each Ministry/Depart¬ 
ment. We can only recommend that to the extent possible trans¬ 
action of Government business should be open and in accordance 
with declared principles and procedures and there should not be 
any undue secrecy. 

8.14. The Government gives grants to many non-official institu¬ 
tions engaged in social, literary, artistic or cultural activities. This 
form of assistance is certainly desirable, but at the same time care 
should be taken to see that the bodies and associations which take 
such grants function properly. They should be asked to send their 
annual reports and audited accounts and some responsible office? 
should place on record that the grants had been utilised for thr 
purposes for which they were made. 



SECTION 9 


VIGILANCE ORGANISATION 

9.1. The agencies at present responsible for implementing the 
anti-corruption activities of the Central Government are (i) the 
Administrative Vigilance Division in the Ministry of Home Affairs, 
(ii) the Vigilance units set up in the respective Ministries/Depart¬ 
ments and their attached and subordinate offices and in the public 
sector undertakings, (iii) the Delhi Special Police Establishment 
(now part of the Central Bureau of Investigation). We would be 
dealing separately with the Delhi Special Police Establishment. 
In this Section we are confining our attention to the Vigilance 
organisation. 

9.2. The Administrative Vigilance Division was set up in the 
Ministry of Home Affairs in August, 1955 in pursuance of a decision 
taken by the then Home Minister (the late Shri Govind Ballabh 
Pant) that there should be in the Ministry of Home Affairs an 
organisation which would assume the overall responsibility and 
provide the necessary drive, direction and co-ordination to ensure 
sustained and vigorous action by the individual Ministries and 
Departments. An outline of the organisation then set up was 
embodied in a Note placed before Parliament in August 1955. It is 
reproduced in Appendix II. 

9.3. The Administrative Vigilance Division functions on the basis 
that each Secretary and Head of Department is responsible for 
checking corruption in his Ministry/Department. The Secretaries/ 
Heads of the Departments are assisted by Vigilance Officers and 
there are 38 Vigilance Officers in the Ministries/Departments and 
417 Vigilance Officers in the Attached and Subordinate Offices. 
There are also 65 Vigilance Officers in the corporate public under¬ 
takings. 

9.4. Cases relating to members of the following services are dealt 
with in the Ministry of Home Affairs— 

(1) All India Services— 

(a) cases relating to members of such services who are 
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serving in connection with the affairs of a State Govern¬ 
ment where it is proposed to impose the penalty of 
dismissal, removal or compulsory retirement; 

(b) all cases relating to members of such services borne on 
the Delhi Himachal Pradesh cadre. 

(2) Central Secretariat Service (Selection Grade and Grade 
I). Consequent on decentralisation of the three Central 
Secretariat Services, control over staff of and upto the 
grade of Section Officers and over the Central Secretariat 
Stenographers’ Service was transferred to the adminis¬ 
trative Ministries/Departments concerned. 

9.5. The following units are also functioning— 

(i) Engineering Vigilance Cell in the Railways; 

(ii) Chief Technical Examiner’s Cell in the Ministry of Worka, 
Housing and Rehabilitation—this organisation was set up 
in 1957; 

(iii) Engineering Cell at the Army Headquarters. 

9.6. The Railways have a separate vigilance organisation. There 
is a Director of Vigilance in the Railway Board. The Directors of 
Inspection and Investigation in the Customs and in the Income-tax 
Departments are in overall charge of- the vigilance activities of those 
Departments. But we found in the two Customs Collectorates that 
yre visited that there is no separate officer earmarked for vigilance 
wprk. The Commissioner of each Division of the Income-tax 
Department is in over-all charge of vigilance work of the division 
in his charge. 

9.7. The general policy of Government, evolved over the years, 
and after considerable thought, is that public undertakings, parti¬ 
cularly those incorporated as companies or set up as statutory 
corporations, should be given a large measure of freedom in respect 
of staff matters and day to day administration; and that imposition 
of restrictions likely to weaken managerial initiative and responsi¬ 
bility should be avoided as far as possible. However, soon after the 
setting up of the Administrative Vigilance Division in 1955, all the 
Ministries were requested to take steps to organise Vigilance Units 
in the Government of India undertakings in the public sector and 
accordingly Vigilance Units have been set up in practically every 
undertaking in the public sector. 
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9.8. The following table gives the number of persons actually 
engaged as on 31st December 1962 on the vigilance work (including 
Railways):— 


Category of officer 

Part time 

Whole time 

Gazetted 

620 

109 

Non-gazetted 

557 

692 

Class IV employees 

144 

339 


9.9. It was reported in the Annual Report of the Administrative 
Vigilance Division for the year 1962 that the expenditure on the 
Vigilance Organisation of the Government including the Railways 
and the Special, Police Establishment was estimated to be Rs. 97 * 43 
lakhs. The expenditure on the Special Police Establishment was 
Rs. 50 • 16 lakhs. 

9.10. The shape of the vigilance activities at present is in brief: — 

(i) Except when the Special Police Establishment start an 
inquiry or investigation on their own, the administrative 
Ministry decides whether it should take any action on a 
complaint or suspicion of dishonesty, or other irregularity 
and if it decides not to take any action, the matter rests 
there; 

(ii) if it thinks that an inquiry is called for, it either asks an 
officer of the Department to look into the matter or hands 
over the case to the Special Police Establishment either 
for a preliminary inquiry or for instituting a regular case 
and investigating it; 

(iii) when the result of the preliminary departmental inquiry 
is available, the Ministry itself again takes a decision 
whether the matter should be closed or whether a regular 
departmental inquiry should be held, or the matter 
handed over to the Special Police Establishment for 
instituting a case. If it decides to close the matter, the 
Administrative Vigilance Division of the Ministry of 
Home Affairs does not normally come into the picture at 
all. If a regular departmental inquiry is decided upon, 
the case is usually made over to one of the Commissioners 
for Departmental Inquiries particularly if it relates to 
gazetted officers or arises out of an investigation made 
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by the Special Police Establishment. The Ministry of 
Railways have, however, not been utilising the services 
of the Commissioners for Departmental Inquiries. If the 
inquiry is made by one of the Commissioners the final 
decision is taken by the Ministry, usually without consult¬ 
ing the Administrative Vigilance Division though, of 
course, the Union Public Service Commission is consulted 
when necessary; 

(iv) in cases made over to them the Special Police Establish¬ 
ment recommend one or the other of the following courses 
of action; (a) criminal prosecution, (b) a regular depart¬ 
mental inquiry and (c) such other minor action as the 
Ministry may consider appropriate. (Where the Special 
Police Establishment come to the conclusion that the 
complaint is unfounded, they, of course, recommend that 
the matter may be closed); 

(v) when the Special Police Establishment recommend crimi¬ 
nal prosecution, it is in most cases necessary to obtain 
sanction of the President or some other prescribed autho¬ 
rity. In all cases where the sanction is to be given in the 
name of the President, the sanction orders are issued by 
the Administrative Vigilance Division, but the substantive 
decision whether a sanction should be accorded is taken 
by the Ministry concerned. If a Ministry is not inclined 
to accept the Special Police Establishment’s recommen¬ 
dation, the matter comes to the Administrative Vigilance 
Division for what can be best described as mediation; and 

(vi) in regard to punishment on the result of a departmental 
inquiry, the Union Public Service Commission’s advice, 
where sought, is usually accepted. In other cases, the 
Ministry concerned takes the final decision without con¬ 
sulting the Administrative Vigilance Division or the 
Special Police Establishment. However, where the 
inquiry had been made by a Commissioner, the punish¬ 
ment imposed is reported to the Administrative Vigilance 
Division, who in suitable cases ask a review. Similarly, 
where the earlier inquiry had been made by the Special 
Police Establishment they, in some cases, request the 
Administrative Vigilance Division to have the order 
reviewed. 

9.11. Thus, it would appear that the Administrative Vigilance 
Division functions substantially in an advisory capacity. 
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9,12. The work done by the vigilance organisations of the Govern- 
ment of India is as stated below:-- 

COMPLAINTS 


Year/Period 


Total No 
for 
disposal 

No. 

disposed 

of; 

Percentage 

of 

disposal 

Pending at 
the end of 
the year 

1956-57 • 


4.676 

3 , 7 X 6 

79 47 

960 

1957-58 ■ 


8,540 

6,463 

75'68 

1,729 

1-4-58 to 31-12--58 . 


8,353 

6,220 

74 ' 8 o 

2,093 

I-I -59 tO 3 IrX 2-59 . 


10,649 

8,366 

7856 

2,283 

1-1-60 to 31-12-60 . 


10,721 

8,548 

79 73 

2,173 

1-1—61 to 31-12-61 . 


10,481 

8,148 

77 74 

2,333 

VIGILANCE CASES 

1956-57 • 

, . 

616 

344 

55 84 

272 

1957-58 • 


3.694 

1,974 

5343 

1,720 

1-4-58 to 31-12-58 • 


3,714 

f 1,809 

4871 

1,905 

1-1-59 to 31-12-59 . 


10,035 

6,380 

63 57 

3,655 

1-1-60 to 31-12-60 . 


13,305 

9,530 

7163 

3,775 

1-1-61 to 3I-I2~6i - 

* 

15,116 

io ,973 

7252 

4,143 

APPEALS, REVIEWS AND MEMORIALS 

-4 

Year/Period 


Total No. 

No. 

Percentage 

Pending 



for 

disposed of 

of disposal 

at the end 



disposal 



of the 






year 

1957-58 

. A 

638 

341 

53 45 

297 


R 

xi 4 

65 

57 01 

49, 


M 

456 

304 

66 66 

1521 

1-4-58 to 31-12-58 

. A 

614 

360 

5863 

254 


R 

87 

5 i 

58-62 

35 


M 

355 

228 

6423 

127 

1-1-59 to 31-12-59 . 

. A 

2,430 

1,683 

69-26 

747 


R 

135 

78 

6778 

57 


M 

626 

466 

74 44 1 

160 

1-I-60 to 31-12-60 

• A 

2,681 

1,810 

6751 

87 X 


R 

228 

171 

75-00 

57 


M 

7 X 4 

514 

71 99 

200 

f-1-61 to 31-12-61 

. A 

3,372 

2,203 

65 33 

1,169 


R 

254 

156 

61 42 

98 


M 

817 

576 

70-25 

234 


Note : I. 

All the complaints and vigilance cases do not relate to charges of bribery and 
corruption. Quite a number of them were in respect of other types of disci¬ 
plinary offences. 

Note : II. 

The increase in the vigilance cases in 1959 isdue to the fact that cases previously 
not reported were also included in the report for the year 1959. The increase 
in the number of cases in the year 1960-61 is due to the Government servants 
strike. 
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».13. We have examined the existing vigilance arrangements 
earefully. While considerable progress has been made in recent 
years in putting anti-corruption measures on a firm and systematic 
basis, and some success has been achieved in combating cor ru p t t en 
afid bringing offending poWie servants to booh, it must be recog A 
ftised that a great deal still remains te be done. 

ill The present arrangements th all the Ministries and Depart¬ 
ments are mainly intended to investigate and punish corruption and 
misuse of authority by individual members of the Services Under the 
Government of India. However, there is no organic relation between 
the Administrative Vigilance Division and the Vigilance Officers of 
the various departments. We understand that in some of the dejiffft- 
ments the Vigilance Officers are tdklhg a keen interest in their W6fk 
while in others they do hot take their responsibilities in this matter 
seriously. It is also essentia! to evolve and apply common standards 
in matters relating to prosecution, departmental action and the award 
of punishment. We feel that the time has cofne to put the entire 
Vigilance Organisation oh a proper and adequate basis without Ih 
any way undermining the general principle that the Secretaries and 
Heads of Departments are* primarily responsible for the purity, inte¬ 
grity and efficiency of their depaHfn&nts. 

9.15. It is needless to say that neither the Administrative Vigilance 
Division nor the Vigilance Officers in the Departments would be aMe 
to function effectively without the assistance of the Delhi Special 
Police Establishment (now the Invertigatieo and Anti-Corruptkm 
Division of the Central Bureau of Investigation). While there hat 
been a large measure of cooperation between the Vigilance Qvgaari- 
aationa and the Delhi Special Rjlice Establishment there are still 
many loose ends which have to be tied up and rules and Oonventaom 
have to be established relating to matters where there are differences 
between the Secretaries/Heads of Departments, the Delhi Special 
Police Establishment and the Administrative Vigilance Division ih 
respect of action to be takeh ih particular cases. 

9.16. In view of the considerations referred to above, we w&hMl 
te make a comprehensive approach to 4he problem 1 of maintaining 
integrity in Administration. We studied, to the extent pofcfiMe' from 
the available literature the arrangements made in some ti tbit 
countries for dealing with complaints of cftizfens agaihst Adminis¬ 
tration. As we considered fliat the problem could bb dealt with 
effectively only if the root causes are taken into account, of Which 
most important is the wide discretionary powers whibh aTe etetTc t ted 
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by the executive in carrying on the complicated work of modem 
Administration, we were of the view that the problem of maintaining 
integrity in administration cannot be viewed in isolation from the 
general administrative processes. While we agree that detection, 
investigation and punishment of corruption and misuse of authority 
by individual Government servants is of the utmost importance, we 
felt that unless the Central Vigilance Organisation was so expanded 
as to deal with complaints of failure of justice or abuse of authority 
suffered by the citizens, though it may be difficult to attribute them 
to any particular official, its work may not be as fruitful as we 
wished. We therefore recommended the setting up of a Central 
Vigilance Commission with a branch that would deal with general 
complaints and redress and another branch to deal with vigilance 
activities. We also recommended that certain powers, similar to 
those under sections 4 and 5 of the Commissions of Inquiry Act, 
1952, should be conferred on the Central Vigilance Commissioner so 
that he may undertake an inquiry into transactions in which public 
servants are suspected or alleged to have acted for improper pur¬ 
poses or in a corrupt manner. In their decision, placed before 
Parliament on 16th December, 1963, the Government have fully re¬ 
cognised the importance and urgency of providing a machinery for 
looking into the grievances of citizens against the Administration 
and for ensuring just and fair exercise of administrative powers, but 
they have taken the view that such activities require separate treat¬ 
ment. Besides, they have decided to set up a Department of Ad¬ 
ministrative Reforms to scrutinise and improve administrative 
procedures and to work out the details of the machinery for looking 
into grievances of citizens against the Administration and for ensuring 
just and fair exercise of Administrative powers’. Our recommen¬ 
dation and the Government decision as set out in the Statement 
placed before Parliament on 16th December, 1963 are given in 
Annexure VI. 


9.17. While we appreciate the fact that a substantial part of our 
recommendations have been accepted, a majority of the Committee 
still feel that it would have been better if our recommendations had 
been accepted in full. We earnestly hope that the new Central 
Vigilance Commissioner who has been appointed will be enabled 
to work in close cooperation with the new Department of Adminis¬ 
trative Reforms which is to be set up and the machinery which may 
be evolved for the redress of grievances. It may not be always 
quite easy to separate cases of mere inefficiency and negligence from 
those involving corruption as all of them may be just causes of 
grievance for the citizens. 
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OJfii We ootaridar thati it. will oocdooc to the more efficient func¬ 
tioning of the Central Vigilance Commission if sub-offices of the 
Conuaunon are. established at Bombay, Calcutta, Delhi and Madras. 
Them sub-offices may be in the charge of serving Government 
sammrtn These odSeers-thouki' be of a sufficiently high rank so that 
thc^cmay deal e ff ecti v ely; with- regional heads of Departments like 
C om m iawoners of Incemo-tan, General Managers of Railways, Heads 
of ptiblio-undertakings etc. The^ functions, duties and responsibilities 
of these officers may beenab as-may be determined by the Central 
VlgUaixW 'Commissioner: These officers may be designated as Joint 
Secretaries to the Central Vigilance Co mmiss ion. 

SU£ivWt;have examined* the Vigilanm,' Organisation in the Railways 
Wh particular care a» tokfQqpniaation. came to be set up conse¬ 
quent upon the recommendations made by the Railway Corruption 
Enquiry Committee of 1953-55 presided over by Acharya Kripalani. 
We found that no particular member of the Board is incharge of 
the Vigilance Organisation. C hai rm a n , Railway Board, who is 
in over all charge of the Organisation can. hardly be expected to 
take on the burden of directing; dts day. to. day activities. The non¬ 
availability of high level guidance has caused, to some extent, lack 
of awarehEsa Of“ the problems, and requirements of the Vigilance 
OrgimiaMiinn and of uniffj standards in dealing with misoonduct 
and lack of integrity. The Vigilance Organisation of the Railways 
syffers, from, the following dxawbecfc*^ - 

‘(IJ'The Director (Vlgfiteee)- in the Railway Board, has no 
control over to hsidiary vigilance units of the Zonal 
Railways which are completely under the respective 
General Mbnagerse The Director (Vigilance) has autho¬ 
rity only over the staff in his own Directorate in the 
Railway Board: Director (Vigilance) is not consulted at 
•the time of posting of vigilance officers of the Zonal Rail¬ 
ways nor is the v ig i la nce branch consulted at the time of 
promotion of staff 1 and. officers. The status of Director 
(Vigilance) is- lower ton that of the General Managers 
of the Zonal Railways. He, therefore, cannot question the 
decision- of a-‘General Manager and in cases where there 
is a difference ef opinion between the Special Police 
Establishment and the Railways, he acts as a post office 
between the Board, General Managers and the Special 
Police, B a isM,u>hjayrt >, communicating to views and 
4«ci«ona,of ope tortootbar. 

(2), The^-oton^aclop, at the disposal of Director (VlgU*nce) in 
the Railway' BbaroY office consists of one l3eputy Director 



84 

(a Railway Officer) who is further assisted by two Assis¬ 
tant Directors, one a police officer for investigation work, 
and another a railway officer, for doing correspondence 
with the railways etc., fourteen Inspectors and a few sub¬ 
inspectors for investigation work. Considering the amount 
ox work that has to be done, the organisation is wholly 
inadequate. There is no officer from the Stores and the 
Engineering branches. The post of Deputy Director 
(Investigation) has been downgraded to that of Assistant 
Director and a Deputy Superintendent of Police has been 
appointed. 

9.20. We consider that the Vigilance arrangements in the Railways 
would be more effective if the organisation is re-organised as 
follows:— 


Member (Vigilance) 


Joint Director Joint Director 
(Vigilance) (Investigation) 


Dy. Director Dy- Director Dy. Director Dy. Director 

(Engineering) (Store Purchases) (Traffic) (Investigation) 

9.21. There should be a Member Vigilance in the Railway Board 
so that he may be able to act with authority and independence in 
all vigilance matters in respect of the entire railways, subject of 
course to the powers and jurisdiction of the Central Vigilance 
Commission. The Joint Director, Vigilance, should ordinarily be an 
officer belonging to a service other than the Railway Service, pre¬ 
ferably an I.A.S. Officer. The Joint Director, Investigation, should 
be a Police Officer of the rank and status of the Deputy Inspector 
General of Police. Adequate investigating staff should be provided 
at headquarters. Subject to the powers of the Central Vigilance 
Commission the Member Vigilance should have a measure of control 
over the vigilance organisations in the Zonal Railways. If there 
is any difference of opinion between the Member Vigilance and the 
Railway Board, such differences should be resolved on the advice 
of the Central Vigilance Commission. 


9.22. In the zonal railways, the vigilance officer, a senior scale 
railway officer, works under the cohtrol of the Senior Deputy 
General Manager, who is in charge of vigilance organisation along 
with some other departments. The vigilance officer Jiaa to take 
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orders from the Senior Deputy General Manager, and General 
Manager for any investigation against a gazetted officer. We are 
doubtful whether the Senior Deputy General Managers are selected 
for their flair for anti-torruption work. We noticed that rarely 
have vigilance officers of the zonal railways investigated cases against 
gazetted officers. We recommend that vigilance officers in the Zonal 
Railways should have the status of a Departmental Head and be 
given full liberty to investigate into complaints received by them 
and it should not be necessary for them to obtain the prior permis¬ 
sion of any other authority in the Zonal Railways for making such 
investigation. If there is a difference of opinion between him and 
the General Manager, the matter should be referred to the Member 
(Vigilance) in the Railway Board whose decision should -be final. 

9.23. Considering all the aspects, we make the following recom¬ 
mendations which should apply to all Ministries/Departments/ 
undertakings: — 

(1) There should be one Chief Vigilance Officer in each 
Ministry/Department/Central Corporate undertaking. 
The Chief Vigilance Officers and the Vigilance Officers 
should be of a sufficiently high rank so that they may be 
able to function effectively. There should be Vigilance 
Officers in all subordinate and attached offices, and in 
important departments of the public sector undertakings. 
The Central Board of Revenue has now been split? into 
twp Boards. There should be two Chief Vigilance Officers 
in the Ministry of Finance, one for the matters dealt with 
by the Direct Taxes Board and the other for the matters 
dealt with by the Indirect Taxes Board. 

(ii) The Chief Vigilance Officers should be appointed in con¬ 
sultation with the Central Vigilance Commission and the 
Vigilance Officers in 'subordinate and attached, offices 
should be appointed in consultation with the Chief Vigi¬ 
lance Officer of the Ministry/Department. No person 
whose appointment as Chief Vigilance Officer is objected 
to by the Vigilance Commissioner should be so appointed. 

The Chief Vigilance Officers and other Vigilance 
Officers besides being the link between the Central 
Vigilance Commission and the Ministry'/Departmenf, 
should, as at present, continue to be the special assistants 
to the Secretary or the Head of Department'/undertaking 
in combating corruption, misconduct snd malpractices in 
the Mtafstry'/Department/undertaking. The Chief Vigi¬ 
lance OflBoer will be responsible for coordinating and 
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guiding the activities of other Vigilance' Officers -in ’the 
attached and subordinate offices and Other orgntiMMIsui 
for which his Ministry/Department is responsible. 

Whole-time or part-time assistance of a Deputy Super¬ 
intendent of Police from the Central Bureau of Investi¬ 
gation may be made available to the Chief Vigilance 
Officer(s) of each or of the Ministries/Departments/uhder- 
takings. . . 

(iii) The Chief Vigilance Officers, and the Vigilance Officers 
should have complete independence to investigate com¬ 
plaints of corruption and malpractices. 

(iv) Those working in the Vigilance Organisation should have 
an assurance that good and efficient work in the Vigilance 
Organisation will enhance their opportunities for promo¬ 
tion and not become a sort of disqualification. 

(v) Those posted to the Vigilance Organisation should not 
have the fear of returning to their .parent cadre after a 
short period with the possibilities of facing the anger and 
displeasure of those against whom they made inquiries. 

(vi) It should be the invariable practice to obtfertn integrity 
clearance from the vigilance organisation in matters re¬ 
lating to confirmation and promotion. 

(vii) The Chief Vigilance Officers and Vigilance Officers in 
Departments and establishments having field organisations 
should have an adequate investigating staff so that such 
of those complaints or cases which are not. handed over to 
the Central Bureau of Investigation may be investigated 
by them. The strength of the investigating "staff should 
be determined by each Ministry In consultation with the 
Central Vigilance Commissioner. 

(viii) All departmental proceedings against Class I and Class II 
officers and other important cases Should be entrusted to 
Commissioners for Departmental Inquiries attached to the 
Central Vigilance Commission. For this purpose, the 
number of the Commissioners for Departmental Inquiries 
should be suitably increased and officers from different 
departments like Railways, Central Public Works Depart¬ 
ment, Income Tax, Central Excise and Customs, Posts and 
Telegraphs, should also be appointed as Commissioners 
for Departmental Inquiries. 

(ix) The Chief Vigilance Officers in ether MiniStries'/Depart- 
men'ts, the M^miber, Vigilance in .tfce ^RaSwiays and the 
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Chief Vigilance Officer in the public sector undertakings 
should have the power to scrutinise the correctness of the 
findings and conclusions arrived at in a departmental 
inquiry and the adequacy of punishment and initiate 
action for review if he considers that the punishment 
awarded is inadequate. Similarly, the Delhi Special Police 
Establishment should also be authorised to move 'for re¬ 
view of findings and punishment in cases started on their 
report. In all these matters the advice of the Central 
Vigilance Commission should be freely obtained. 

V.24. 'We wmild suggest that training courses should be organised 
for the Vigilance Officers and the programme for training should 
Include instructions in the various laws and rules, departmental 
procedures, methods of investigation, including collection of infor- 
■ftietion and processing the same, procedure for departmental pro- 
ttetedblgs etc. The syllabus should he 'devised by the Central Vigi¬ 
lance Commissioner in consultation with the Director of Central 
'Bureau of Investigation. It should be open to the State Govern¬ 
ments also to send their officers for training. 

ff.25. It is desirable that the Special Police Establishment should 
be able to spare some officers for vigilance work and its strength 
should be reviewed for this purpose. If a fourth of the vigilance 
Officers at various levels can consist of members of the Special Police 
Ttatablishment lent for a period of 4 or 5 years at a time, it may 
result in the improvement of both the vigilance and the Bpeeial 
'Prilice Establishment organisations. 



SECTION 10 

SPECIAL POLICE ESTABLISHMENT 

10.1. At an early stage of the World War II, the Government of 
India realised that the enormously expanded expenditure for pur¬ 
poses connected with the war had brought about a situation in which 
unscrupulous and anti-social persons, both officials and non-officials, 
were enriching themselves dishonestly at the cost of the public and 
the Government. It was felt that the police and other law enforce¬ 
ment agencies which functioned under the State Governments were 
not adequate to cope with the situation. Under these circumstances, 
the setting up of a separate organisation to investigate offences con¬ 
nected with these transactions became a dire necessity. As a result 
of this, the organisation known as the Special Police Establishment 
was created by the Government of India in 1941 under an executive 
order of the Central Government. 

10.2. The functions of this organisation were to investigate cases 
of bribery and corruption in transactions with which the War and 
Supply Department of the Government of India were concerned. 
Since most of the cases were expected to be connected with the War 
Department (as the Defence Department waa then known), the 
superintendence of this organisation was vested in the War Depart¬ 
ment. At the end of 1942, the activities of the Special Police Estab¬ 
lishment were extended to include cases of corruption on the Rail¬ 
ways also, presumably because the Railways were strategically con¬ 
cerned with the movement and supply of war material. 

Jurisdiction 

10.3. In 1943, some doubt was felt about the legal powers of Police 
officers working with the Special Police Establishment. An Ordi¬ 
nance No. XXII of 1943 was, therefore, issued by the Government 
of India, by which a Special Police Force for the investigation of 
certain offences committed in connection with departments of the 
Central Government and with powers to investigate such offences 
wherever committed in British India, was constituted. This Ordi¬ 
nance, which first clearly placed the Special Police Establishment 
on a legal footing lapsed on 30th September, 1946 and was replaced 
by the Delhi Special Police Establishment Ordinance No. 22 of 1946, 
which was subsequently replaced by the Delhi Special Police Estab¬ 
lishment Act, 1946 (Act XXV of 1946). After the promulgation of 
the Act, the superintendence of the Special Police Establishment 
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was transferred to the then Home Department, now known as the 
Ministry of Home Affairs, and its functions were enlarged to cover 
all Departments of the Government of India. Since then the Special 
Police Establishment has been functioning under this Act, as amended 
from time to time. Its jurisdiction now extends to all the States 
and Union Territories. 

Enforcement Wing 

10.4. In 1953, an Enforcement Wing was added to the Special 
Police Establishment to deal with offences relating to breach of 
Import '& Export Regulations. This wing continues. 

Central Bureau of Investigation 

10.5. On the establishment, of the Central Bureau of Investigation 
from 1st April, 1963 the Special Police Establishment has been made 
one of its Division. The organisation and functions of the Central 
Bureau of Investigation are given in the Government Resolution, 
dated 1st April, 1963 of which a copy is in Appendix III. The juris¬ 
diction. powers and functions of the Special Police Establishment 
remain as before even after the setting up of the Central Bureau of 
Investigation. 

Powers and Functions 

10.6. The Special Police Establishment exercises powers under 
the provisions of the Delhi Special Police Establishment Act. The 
necessary notifications have been issued by the Central Government 
or by State Governments. The Special Police Establishment is 
authorised to take up for investigation only those offences which are 
notified by the Central Government under section 3 of the Delhi 
Special Police Establishment Act. A list of the offences so notified is 
given in Appendix IV. In respect of these offences officers of the 
Special Police Establishment, of and above the rank of Sub-Inspectors 
are deemed to be offlcers-in-charge of Police Stations both in Union 
Territories and in the States, They also exercise the powers, duties, 
privileges and liabilities of Police Officers of the territories in which 
they may be posted or working for the time being. 

10.7. The Special Police Establishment is a specialised agency for 
making inquiries and investigations into certain specified offences. 
It is supplementary to the State Police Forces. It enjoys with the 
respective State Police Force, concurrent powers of investigation and 
prosecution in. respect of offences notified under section 3 of the 
Delhi Special Police Establishment Act, 1946. To avoid duplication 
of effort an administrative arrangement has been arrived at between 
the Central Government and the State Governments about jthe types 
of cases to be taken up by the Special Police Establishment. In so 
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far as cases, involving public servants are rninrsmfi.il. thu >if stuff 
ment is that: — 

(a) Casas which substantially and essentially concern Central' 
Government employees or its affairs, even though invol¬ 
ving certain State Government employees, shall be taken 
up by the Special Police Establishment; 

(b) Cases which substantially and essentially involve State 
Government employees or affairs relating to the States 
Government, even though involving certain Central Govi- 
ernment employees, shall be taken up. by the State Police; 

(c) The Special Police Establishment is also, authorised, to take, 
up cases against employees of statutory bodies or public 
Undertakings set up and financed by the Government of ' 
India. 

10A At present the more important cases relating- to mal-praotbres. 
occurring in connection with the management of Joint Stock Com¬ 
panies and infringement of import and export regulations are being 
taken up for investigation by the Delhi Special: Police Batabliah ro e t . 
The wing in the Delhi Special Police Establishment which,delate wath> 
offences should be expanded and strengthened to take up cases of 
breaches of foreign exchange regulations and important cases of 
smuggling, evasion of customs duty, under-invoicing, over-invoicing- 
etc. 

Inquiries and: Investigations 

10.9. In order to secure cooperation between the Special Police 
Establishment and the Ministries and Departments of the Central 
Government separate Directives have been issued by the Ministry 
of Home Affairs, by the Railway Board and by the-Army, Naval--and: 
Air Headquarters and Defence Production Organisation. While 
there may be some justification for separate Directives in respect 
of cases involving the personnel of the Army, the Navy and the Air 
Force there is no reason, in our opinion, for having a Separate- 
Directive for the Railway employees. They should be covered by. 
the general Directive issued by the Ministry of Home Affairs. As 
the Ministry of Home Affairs Directive was issued several years ago 
and as a Central Vigilance Commission has now been set up there 
is need for revising this Directive’ Some changes may also be 
necessary in the Directives issued by the Army, the Navy and the 
Air Headquarters. We recommend that a revision of all these 
Directives be initiated and undertaken by the Central Vigilance 
Commission. 



10.10. From inquiries made by us we found that there have been, 
very few cases in which requests have been made by the Ministries 
or Departments to the Special Police Establishment to make inquiries 
into allegations of bribery or corruption against their staff. We feel 
sure that information about corrupt practices on the part oj their 
staff must be reaching Heads of Departments and Heads of Offices 
in one way or another. We suggest that it should be made obli¬ 
gatory on the part of Chief Vigilance Officers of the Ministries, De¬ 
partments and Undertakings and on the Heads of Departments and 
Undertakings to report to the Special Police Establishment for in¬ 
vestigation of all cases in which serious allegations of bribery and 
corruption are made against public servants. 

Difficulties experienced by the Special Police Establishment fat 
Inquiries and Investigation 

10.11. It has been brought to our notice that prior concurrence 
is required to be taken by the Special Police Establishment for 
starting inquiries or investigations against Railway Gazetted Officers. 
Such a requirement does not apply to any other Ministry or Depart¬ 
ment of the Central Government. We feel that this requirement 
should be dispensed with even in cases relating to Railway Gazetted 
Officers. In our view there is no justification for such a condition. 

10.12. Although the Directives lay down that facilities should be 
offered to the Special Police Establishment by Ministries and 
Departments in obtaining and examining official files and documents 
yet we are informed that, in a number of cases, there has been delay 
or difficulty in this. Sometimes objections have been raised to 
making the records available. We consider it necessary that all the 
records and documents which are required by the Special Police 
Establishment should be forthwith made available to them for 
inspection and scrutiny. We feel that ordinarily a fortnight should 
suffice for this purpose but at the most records should be made avail¬ 
able to the Special Police Establishment within a month of the 
request. This is of importance not only to ensure that available 
material is not tampered with or destroyed but also to prevent un¬ 
necessary inquiries being made. For, it is quite possible that, in 
some cases the allegations may be capable of being fully explained 
or cleared from the records themselves. This suggestion applies not 
only to the Ministries and Departments but also to the Public Under¬ 
takings, Statutory Bodies, Corporations etc. which are under the 
control of the Central Government. 

Obtaining of Documents from Audit Office 

10.13. There is a special procedure for obtaining original audit 
documents from the Audit Offices. Under that procedure the 
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requisition for the records has to be signed by the Inspector General, 
Special Police Establishment and sent to the Accountant General 
concerned. This procedure involves a good deal of delay. Until 
the documents are made available the investigation is held up. We 
see no great advantage in having all such requisitions for audit docu¬ 
ments routed through the Inspector General, Special Police Establish¬ 
ment. It would expedite matters if Superintendents of Police 
incharge of the Special Police Establishment Branches are also 
authorised to write to the Accountant General concerned direct and 
to requisition audit documents. We suggest that the existing pro¬ 
cedure on this subject should be amended accordingly in consultation 
with the Auditor-General of India. 

Transfer of Delinquents 

10.14. It has been brought to our notice that sometimes delay and 
difficulties occur in transferring the accused or suspected Govern¬ 
ment servants from their place of posting where they continue to 
exercise official authority and interfere with police investigation. 
This hampers and delays inquiries. We consider it necessary that 
in all serious cases where such a request is made by the Special 
Police Establishment, the suspects or delinquents should be trans¬ 
ferred quickly—say within 2 to 3 weeks. 

Securing the Presence of Official Witnesses 

10.15. Delay occasioned in securing the presence of official wit¬ 
nesses for examination is another cause which tends to hold up the 
investigation of Special Police Establishment cases. All officials 
required by the Special Police Establishment for interrogation 
should be made readily available—say within 10 days or so. 

Obtaining of Information Regarding Pay, Allowances etc. 

10.16. In cases involving assets disproportionate to one’s known 
sources of income there is usually delay in obtaining from Accounts 
Officers etc. statements regarding pay, allowances etc. of the Govern¬ 
ment servant concerned. It is desirable to fix a time-limit for 
supplying the requisite information to the Special Police Establish¬ 
ment investigating officer. In our opinion it should not ordinarily 
take more than a month to supply this information. We also suggest 
that one Officer in the offices of Accountants General, Defence Audit 
and Railway Audit should be specially designated for this purpose 
and be made responsible for supplying the required statements and 
information to the Special Police Establishment. 

Inquiries in Foreign Countries 

10.17. In several Special Police Establishment cases inquiries 
become necessary in foreign countries also. We understand that in 
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some cases of this type in the past inquiries were got made from the 
Indian Missions abroad. While this may serve the purpose in simple 
cases, it cannot be a satisfactory arrangement in serious and compli¬ 
cated cases. To ensure that the necessary inquiries are made in 
foreign countries promptly and fully and that all relevant points 
are looked into, it is necessary that the investigating officer himself 
should conduct these inquiries. We suggest that Special Police 
Establishment Officers should be allowed to go to foreign countries 
whenever inquiries of a complicated nature on important points are 
necessary if this is certified by the Central Vigilance Commissioner. 

Technical and Expert Opinion 

10.18. In many Special Police Establishment cases it becomes 
necessary to obtain technical assistance or expert opinion. The 
arrangements existing at present for obtaining such help are given 
in Appendix V. These arrangements are satisfactory except in 
respect of two items. 

10.19. The first and the most important item in which an improve¬ 
ment is called for relates to Engineering Works, constructions, 
diggings, fillings etc. At present technical opinion in such matters 
is obtained by Special Police Establishment from 5 different Agencies 
viz., 

(i) The Chief Technical Examiner under the Ministry of Works 
and Housing; 

(ii) The Central Public Works Department; 

(iii) The Railway Engineers; 

(iv) The Military Engineering Services; and 

(v) The Forest Research Institute, Dehra Dun. 

10.20. The Railways insist that their ‘works’ should be examined 
and inspected and opinion given thereon only by Railway Engineers; 
the Army authorities also feel that their works should be inspected 
by their own Engineers. The Forest Research Institute take up this 
work only reluctantly and they have now suggested that the Special 
Police Establishment should reimburse them the extra cost involved 
in the examination of Special Police Establishment cases, if such 
cost is heavy. The present arrangement of obtaining opinion about 
Engineering works, from different Organisations is not satisfactory 
from several points of view. It would be much better to have one 
Central Organisation to conduct examinations and inspections and 
to give technical opinion on all cases involving Engineering works 
constructions, filling, diggings etc. irrespective of the Ministry or 
Department to which they relate. It would also be useful to have 
a Wood Expert on this Central Organisation as technical examina- 
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tion and opinion on wood or timber is required quite frequently in 
Special Police Establishment cases. We consider it absolutely 
essentia] to have such a technical wing and we suggest, to be inde¬ 
pendent, it should be placed under the Central Vigilance Com¬ 
mission. It should be authorised to inspect and to give technical 
opinion on works of any Department of the Government of India 
including Railways and Defence, or of any Public Undertaking, 
Statutory Corporation etc. under the control of the Central Govern¬ 
ment. 

10.21. The second organisation requiring strengthening is that of 
the Government Examiner of Questioned Documents. The Special 
Police Establishment has to send a very large number of exhibits 
and questioned documents to the Government Examiner of 
Questioned Documents for examination and report. It is necessary 
that such examination is conducted expeditiously. We understand 
that certain proposals for strengthening the Government Examiner 
of Questioned Documents establishment are already under considera¬ 
tion and we suggest their finalisation and implementation should be 
expedited. 

10.22. In some Special Police Establishment cases laboratory tests 
and analysis also becomes necessary. A list has already been pre¬ 
pared of all the research centres and laboratories where facilities 
exist for tests and analysis. The Administrative Vigilance Division 
has requested the Ministries concerned to issue instructions to these 
research centres and laboratories to accept specimens and requests 
from the Special Police Establishment for examination and opinion. 
In our view this may suffice. We suggest that the research centres 
and laboratories should be asked to deal with the requests from the 
Special Police Establishment on a priority basis. 

Opinion on Finger Prints 

10.23. At present opinion on finger prints, thumb impressions etc. 
is being obtained by the Special Police Establishment from the State 
Finger Print Bureau. They being preoccupied with State cases are 
unable to give precedence to Special Police Establishment cases 
Delay is, therefore, sometimes experienced in obtaining opinion from 
the State Bureaux. We understand that there is a proposal that the 
Central Finger Print Bureau, Calcutta may undertake comparison 
and opinion work in Special Police Establishment cases. We suggest 
that this should be expedited. 

Prosecution and Trial 

10.24. A number of cases have been brought to our notice in which 
there has been delay in sanctioning prqsppjjtion. In a few cases 
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there has also been some difficulty in obtaining sanction. We feel 
that with the establishment of the Central Vigilance Commission, 
delays and difficulties in this matter would be eliminated in so far 
as officers of Gazetted rank are concerned. We would suggest that 
it should be emphasised on all officers who are to give sanction for 
prosecution that there should be no delay. 

10.25. Sometimes questions are raised as to whether depart¬ 
mental action or prosecution should precede in cases where both are 
possible. We are of the opinion that, in order to produce deterrent 
effect, prosecution should be the general rule in all those cases which 
are found to be fit for court after investigation and in which the 
offences are of bribery, corruption or other criminal misconduct 
involving loss of substantial public funds. In such cases departmental 
action should not precede prosecution. In other cases involving less 
serious offences or involving malpractices of a departmental nature, 
departmental action only should be taken and the question of prose¬ 
cution should generally not arise at all. In this way duplication of 
effort will be avoided and it would be possible to deal quickly with 
the delinquent public servants concerned. Whenever there is serious 
difference of opinion the matter should be referred to Central Vigi¬ 
lance Commission and its advice accepted. 

Special Judges and Magistrates 

10.26. Special Judges and Magistrates have been notified for the 
trial of Special Police Establishment cases in all States excepting one 
in which such notifications are issued individually for each case. 
This causes delay in the finalisation of charge-sheets and in the com¬ 
mencement of trials. We would suggest that in this State ako the 
arrangements in vogue in other States should be adopted. 

10.27. We are informed that in some States the Special Judges 
and Magistrates are appointed exclusively for Special Police 
Establishment cases while in others they attend to other work also. 
Under the latter arrangement the Special Police Establishment cases 
tend to get delayed and the reason for not having whole-time Special 
Judges and Special Magistrates for Special Police Establishment 
work in these States may be that the number of Special Police 
Establishment cases i6 not sufficient to keep them fully occupied. 
We suggest that in such circumstances, the Special Judges and 
Special Magistrates appointed to try Special Police Establishment 
cases may be given such other work as may not cause any delay to 
the prosecution of Special Police Establishment cases. The Slates 
concerned may also issue instructions to the Special Judges and 
Magistrates to accord priority to Special Police Establishment cases. 

10.28. Quite a large number of Special Police Establishment cases 
are or an intricate and difficult nature. They require prolonged trial 
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and greater concentration. It is necessary that specially selected 
Judges and Magistrates should be appointed as Special Judges and 
Special Magistrates to try the Special Police Establishment cases. 

Representation in Special Police Establishment Cases 

10.29. While the Special Police Establishment have their own 
Public Prosecutors to conduct their cases in the trial courts, 
difficulty is experienced in representation in Special Police Establish¬ 
ment cases in the appellate courts, viz. the High Courts. In 
accordance wjth the existing arrangements the State Government 
Advocates have to look after Special Police Establishment cases in 
the High Courts. This arrangement has not proved quite satisfactory 
as those cases are not always taken up by the State Government 
Advocates themselves but are entrusted to one of the Counsels on 
the approved list. We consider that the best arrangement would be 
for State Governments to issue directions that all Special Police 
Establishment cases should be taken up by the Government Advocate 
or the Senior Assistant Government Advocate personally. Wherever 
this is not possible, the Special Police Establishment should be 
authorised to engage its own Counsel for its cases in the High Court. 

Departmental Proceedings 

10.30. We regret to note that a good deal of delay is caused, for 
one reason or another, in conducting departmental or Disciplinary 
Proceedings. We notice that quite a large number of departmental 
inquiries have been pending for a long time. These delays are un¬ 
desirable from every point of view. They whittle down the deterrent 
effect of punishment. Difficulty is also experienced by witnesses 
when they are examined after a considerable lapse of time. We 
suggest that departmental inquiries relating to Gazetted Officers of 
all the Ministries and Departments of Government of India 
(excepting Commissioned Officers of the Defence Services) should 
be conducted by Commissioners of Inquiries. If necessary, the 
number of Commissioners of Inquiries attached to the Central Vigi¬ 
lance Commission should be increased. We understand that at 
present departmental inquiries relating to Railway Gazetted Officers 
are not sent to these Commissioners of Inquiries. We see no reason 
or justification for this discrimination. We are strongly of the 
opinion that departmental inquiries relating to Railway Gazetted 
Officers should also be conducted by the Commissioners of Inquiries 
attached to the Central Vigilance Commission. 

10.31. Departmental inquiries relating to Non-Gazetted public 
servants may be conducted by suitable Departmental officers but the 
need for expedition must be impressed on all Inquiry Officers. We 
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disciplinary proceedings and we hope that with their adoption Ihe 
delays in these proceedings would be considerably reduced. 

Adequacy of Departmental Punishment 

10.32. In order to judge whether the decisions taken and the 
punishments awarded are adequate it is necessary for the Special 
Police Establishment to examine the files of departmental inquiries. 
We are informed that sometimes there is delay and hesitation in 
making these files available to the Special Police Establishment. We 
are unable to appreciate either this delay or this hesitation. After 
all the Special Police Establishment would, even if it considers that 
the decision taken or the punishment awarded is inadequate, refer 
the matter to the higher departmental authority itself for a review. 
We suggest that in all such cases files should be promptly made avail¬ 
able to the Special Police Establishment without any difficulty. We 
would also suggest that if there is difference of opinion between any 
departmental authority and the Special Police Establishment about 
the merits of the decision taken or the adequacy of the punishment 
awarded, the matter may be referred to the Central Vigilance Com¬ 
mission for their advice and subsequent action taken accordingly. 

Protection to Informers and Witnesses 

10.33. Some cases have come to our notice in which informers 
and witnesses have been put to difficulty or have been subjected to 
loss, in financial, official or other matters, because of the information 
or help which they may have given in exposing and dealing with 
bribery and corruption. We consider it necessary that immunity 
should be given to informers and witnesses and that tney should be 
saved from harassment on this account. 

Relations between Administrative Vigilance Division, Vigilance 
Officers in Ministries and Departments and the Special Police 
Establishment 

10.34. In matters relating to inquiries and investigations being 
conducted by them the Special Police Establishment deals directly 
with the Administrative Vigilance Division, the Ministries and 
Departments of the Government of India and the Public Under¬ 
takings and Statutory bodies and Corporations under the control of 
the Central Government. In cases where any difficulties or doubts 
arise between the Ministries, Departments etc. and the Special Police 
Establishment, the good offices of the Administrative Vigilance 
Division are invoked to settle the matter. We suggest that this direct 
contact should continue even after the establishment of the Central 
Vigilance Commission. 



Strength of the Special Police Establishment 

10.35. The Special Police Establishment has at present 14 Branches, 
each under the Charge of a Superintendent of Police. Except 
the States of Jammu and Kashmir and Kerala, there is a 
Special Police Establishment Branch in every State and the juris¬ 
diction of the Branch is co-terminus with the State boundaries. 
Kerala falls within the jurisdiction of Madras Branch and Jammu 
and Kashmir within that of Ambala Branch. There are also two 
other Branches, the Central Investigating Agency comprising Squads 
A and B and the Fraud Squad, situated at Delhi, both having juris¬ 
diction all over India. The two Squads of the Central Investigating 
Agency are responsible for collection of information about serious 
and important cases of bribery and corruption and for inquiring into 
difficult and intricate cases or those which have inter-State ramifica¬ 
tions or which require specialised knowledge, experience and close 
supervision at the highest level. The Fraud Squad particularly deals 
with cases of fraud, cheating and the like and with serious offences 
under the Indian Companies Act in which Joint Stock Companies are 
involved. A statement giving the location of the various Branches 
and their jurisdiction is placed in Appendix VI. 

10.36. At the Head Office of the Central Bureau of Investigation, 
the Special Police Establishment Division is under the direct charge 
of an Additional Inspector General of Police under the overall con¬ 
trol of the Inspector-General of Police. The Branches of the Special 
Police Establishment are divided into two zones, each under the 
charge of a Deputy Inspector-General of Police. 

Adequacy of Special Police Establishment Staff 

10.37. We have considered the organisation, strength and set up 
of the Special Police Establishment in some detail as, in intensifying 
action against bribery and corruption, the Special Police Establish¬ 
ment has to play a vital role. To enable it to discharge its responsi¬ 
bilities adequately it is necessary to provide it with the requisite 
staff. In our opinion the present strength of the Special Police 
Establishment which was sanctioned mainly in the years 1956 and 
1957 is not enough to meet all the requirements. The main items 
which have added to or increased the work of the Special Police 
Establishment are mentioned below:— 

(i) Since 1956 the number of cases of bribery, corruption and 
other malpractices taken up by the Special Police Establish¬ 
ment has increased 2J times from 551 in 1956 to 1,442 in 
1963. 

(ii) Quite a large number of Statutory Corporations and Public 
Undertakings have been established since 1956 and been 
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brought under the purview of the Special Police 
Establishment. 

(iii) The outlay and expenditure in several Ministries and 
Departments like the. ^Railways, Mines and Fuel, Steel and 
Heavy Industries, the Defence and the Central Public 
Works Department under the various iFive Year Plans are 
much heavier ,now .than previously. The scope for 
corruption in. respect of • construction works. and supplies 
has thus considerably increased. 

(iv) <In our opinion the Special Police >Establishttkent should pay 
much -greater,' attention to.,the Union Territories, >parti¬ 
cularly Delhi, Himachal.Pradesh and .Goa)than what it has 
done. in. the .past, 

(v) In 1956 the Special Police Establishment depended mainly 
upon complaints, anopy*w)Us • or -Oitherwipej, racaiyed y by. it. 
During the last three years this has been changed and a 
large majority of‘the cases now taken up by the Special 
Police Establishment are on the basis of information 
collected by it. The work in the Aeld of collection of 
information has to be expanded and intensified. We con¬ 
sider‘this to be the most important part of the functions 
of the Special Police 'Establishment. 

(vi) The Special police Establishment, should continue to pre¬ 
pare appreciation reports and. notes regarding the modes 
and methods of corruption in different Ministries and 
Departments and also to make suggestions for checking 
them. 

^vii) The Special Police Establishment should also maintain 
and supply lists Of Gazetted Officers who are suspeeted to 
be corrupt 1 or whose- reputation for honesty and integrity 
is-bad. 

(viii) There is much greater need now than before for regular 
contact between offioers of the Special Police Establish¬ 
ment and of the different Ministries,.Departments, Corpo¬ 
rations and Public .Undertakings. This throws a 
particularly heavy burden on the . Deputy Inspectors 
General. 

(ix)' Typing and copying work have increased considerably as 
copies of documents- as 1 -well as statements of witnesses 
have to be given in advance to accused pecsons in every 
case sent up to court for trial. In some cases copies of 
st&tementS‘of witnesses have also to be furnished during 



Departmental Proceedings. These have to be checked, 
compared and certified by Investigating Officers. 

(x) There are signs of an increase in unlawful activities 
relating to private Joint Stock Companies. 

(xij Offences relating to Foreign Trade and Foreign Exchange 
are also likely to increase, particularly those relating to 
Import and Export Licences, under-invoicing and over¬ 
invoicing. 

10.38. The need for sanctioning additional staff for the Special 
Police Establishment would be clear from the above. Our suggestions 
are given in the following paragraphs. The extra expenditure 
involved would be like insurance. It i$ likely to be repaid many 
times over by savings and prevention of losses. 

Zones and Deputy Inspectors General 

10.39. The division of the Special Police Establishment Branches 
into two Zones is, in our view, not organisationally sound. It is not 
possible for two Deputy Inspectors General to cover the entire 
country. Bombay, Calcutta, Delhi and Madras by themselves have 
scope for full time work; then there are other States to be catered 
for. We are convinced that there must be four Special Police 
Establishment Zones, each under the charge of a Deputy Inspector 
General. In anti-corruption work supervision, control and direction 
at a high level are most essential. 

Branches 

10.40. Considering the areas to be covered and the volume of 
work we consider it necessary that there should be one Special 
Police Establishment Branch in every State. As mentioned earlier, 
there is no Branch of the Special Police Establishment in Kerala and 
Jammu and Kashmir. Madras Branch looks after the former and 
Ambala Branch after the latter. Work in and around Madras is 
itself quite heavy and it has been found in actual practice that it 
has not been possible for the Madras Branch to adequately cover 
Kerala. Similarly the work of Ambala Branch is quite heavy in 
respect of its commitments in Punjab and Himachal Pradesh, which 
also falls within its jurisdiction. The work in Jammu and Kashmir 
has thus been neglected to some extent. We, therefore, suggest that 
two new Special Police Establishment Branches should be started, 
one for Kerala and one for Jammu and Kashmir. 

Need for a Branch at Ranch! 

10.41. Quite a large number of Projects, Undertakings and Corpo¬ 
rations in the public sector are located in the territory situated on the 
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soutn-east of Bihar, west of Calcutta, north of Orissa and north-east 
of Madhya Pradesh. The statement at Appendix VII shows their 
location and other particulars. These Undertakings fall under lour 
different Branches viz. Patna, Calcutta, Puri and Jabalpur. The 
distances of some of these Undertakings from the Branch Headq¬ 
uarters are quite long and it becomes difficult for them to deal with 
the problems of these Undertakings adequately. It would add to 
efficiency and speed of work if a Special Police Establishment Branch 
is located at Ranchi to cover all these Undertakings. It would be 
easier for the Undertakings also as they would then be in a position 
to deal with one Special Police Establishment Branch. The officers 
of the Branch would also get specialised in dealing with cases relating 
to the Public Undertakings which to some extent are different in 
character from the cases of Government Departments. 

Central Investigating Agency 

10.42. Instead of there being two separate units at the Centre 
having all India jurisdiction we suggest that there should be only one 
such unit known as the Central Investigating Agency. There should 
be a number of separate Wings under this Agency. Each of these 
Wings should specialise in particular types of cases and in taking up 
inquiries relating to particular Departments, e.g. one Wing may take 
up cases relating.to Railways, Central Public Works Department, 
Military Engineering Services, etc., another to Supplies and Dis¬ 
posals, Army Supply Corps etc., the third may take up cases relating 
to Income-tax, Customs and Central Excise and the 4th may take 
up cases relating to fraud, cheating etc., particularly those by Joint 
Stock Companies. We suggest that there should be 5 such Wings in 
the Central Investigating Agency. Each of these should be under 
the charge of a Superintendent of Police with the necessary comple¬ 
ment of stafi. 

Union Territories 

10.43. It is necessary to make special arrangements for anti¬ 
corruption work in the Union Territories. With this object in view 
the strength of the Delhi, Ambala, Bombay and Madras Branches 
of the Special Police Establishment should be suitably augmented. 

10.44. Manipur and Tripura are covered by the Shillong Branch 
which also has within its jurisdiction Assam, NEFA and Nagaland. 
On account of difficult communications in this entire area it is 
difficult for one Branch situated at Shillong to look after the work 
in all these places. We suggest that a small Special Police 
Establishment Wing should be located at Manipur with jurisdiction 
over Manipur and Tripura. This Wing should be under the charge 
of a Deputy Superintendent of Police and be under the over all con¬ 
trol of the Superintendent of Police Shillong Branch. 
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Strength of other Existing Branches 

10.45. In our view the strength of the existing Special Police 
Establishment Branches should be determined keeping in view the 
following factors:— 

(j) The number of sensitive Departments and offices that 
require attention. 

(ii) The number of Government servants. 

(iii) tfhe average of cases taken up during the last 3 years' and 
the estimate of projected workload. 

(iv) Collection of intelligence. 

Prom this point of view we consider it necessary that there should 
be two Superintendents^! Police in the Special Police Establishment 
Branches at Bombay, Calcutta, Delhi and Madras. 

.10.46.<On the basis of the suggestions and remarks made above 
our recommendations, for the total strength of Executive and Prose¬ 
cuting staff for the various Units and Branches of the Special Police 
Establishment are given in the statement in Annexure XIV. This is 
inclusive of t the existing strength. The strength of ,the additional 
staffsrequired for the Head Office of the Special Police Establishment 
is shown in Annexure XV. 

Prosecuting Officers 

10.47. There are at present, one Additional Legal Adviser and one 
Deputy Legal Adviser to conduct, cases in courts. They have also 
to scrutinise reports and briefs relating to cases and to give their 
views and suggestions. It has been found in actual practice that 
thpy are not able to conduct prosecutions in court in all the import¬ 
ant cases. Special Counsels have to be engaged. The amount spent 
on Special Counsels was Rs. 1,44,000 in-1960, Rs. 1,47,000 in 1961 and 
Rs. 1,15,000 in 1962. There would be some saving in this‘if another 
Deputy Legal Adviser is available and we recommend accordingly. 

10.48. Apqri. irom the Additional Legal Adviser and the Deputy 
Legal Adviser, there are. three other grades of Prosecuting Officers 
in the Special Police Establishment viz. Senior Public Prosecutor, 
Public Prosecutor and Assistant Public Prosecutor. Their scales of 
pay are: — 

Senior P.P.—Rs. 590—30—800—E:B.—30—830—35—900. 

P.P.—Rs. 355—15—475—E.B.—20—575. 

Asstt. P.P.—Rs. 210—10—290—15—320. 

Direct recruitment is made in the rank of Assistant Public Prose¬ 
cutor. In our opinion, the scale qf pay at present prescribed for 
Assistant Public. Prosecutors is not adequate enough. Even in 
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some States the scale of pay for (he lowest rank of Public Prpse- 
cutors is higher e.g. in Madras, the scale of pay for Assistant Public 
Prosecutor Grade II is Rs. 220—15—375. In order to secure better 
type of candidates for direct recruitment we suggest that the rank 
of Assistant Public Prosecutor should be abolished and there should 
be only two ranks viz. Senior Public Prosecutor and Public 
Prosecutor. 

Technical Staff 

10.49. The Special Police Establishment has to deal almost const¬ 
antly with matters relating to construction works. We suggest .that 
an officer of the rank of Overseer or Sectional Officer of the Central 
Public Works Department, Railway Engineering Service' and the 
Military Engineering Services, as may be possible, may be taken on 
deputation in each Special Police Establishment Branch except the 
Central Investigation Branch, To meet the requirements of the 
various proposed Wings of the Central Investigating Agppcy , and also 
to keep proper technical supervision over the. work of, the, Overseers 
who are being provided in each Branch, wo suggest that p post of 
an Executive Engineer should be sanctioned for the Head Office of 
the Special Police Establishment. Similarly, in those Branches where 
work relating to the Departments of Income-tax, Central Excise 
and Customs is heavy, Inspectors from these Departments rqay-Sf^O 
bp, t^ken on deputation. In the big and more important Branches, 
viz. Bombay, Calcutta and Madras nepd is constantly felt for scrutiny 

account books etc. We suggest that for each of these three 
Branch^- one Junior Technical Officer (Accounts) should be sane- 
tioned. 

Ministerial Staff 

10i50. On account of increase in the Executive and Prosecuting 
Staff and in the volume of work generally it would be necessary to 
make additions to ministerial staff also. Th§ ^requirements of minis¬ 
terial staff for the new Branches and for the Wings of the Central 
Investigation Agency which we have suggested are given in Annexure 
XVI. It would not be possible for these Branches to start function¬ 
ing until ministerial staff is sanctioned for them and, therefore, it 
is necessary to sanction the ministerial staff also for these Branches 
along with the sanction for Executive and Prosecuting staff. For 
the other Branches we have not worked out the requirements of 
ministerial staff. This can be done by the Department itself after 
decisions have been taken on the suggestions for increase in the 
strength of Executive and Prosecuting staff. 

We have been informed that the trial of cases is sometimes held 
up on account of delay in the supply of copies of documents and 
statements to accused persons as required by law. We considt, it 
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necessary that adequate typing staff should be available for this pur¬ 
pose and we suggest that 2 Lower Division Clerk Typists more should 
be sanctioned for each of the existing Special Police Establishment 
Branches. 

10.51. We would, however, suggest that a percentage of po6ts in 
the Ministerial Cadres of the Headquarters of the Central Bureau of 
Investigation should be excluded from the Central Secretariat Ser¬ 
vice. This would open up avenues of promotion for the Ministerial 
staff of its Branches. It would also make it possible to get better 
candidates for recruitment in the Branches. 

Special Allowances 

10.52. It is not possible for the Central Bureau ot Investigation 
to have a complete cadre of its own. H lias to take tne bulk of its 
staff on deputation from the States. In order to attract the right 
type of police officers we strongly recommend that the scale of 
Special Pay/Allowance admissible in the Special Police Establish¬ 
ment should be improved so that the total emoluments are commen¬ 
surate with the important and difficult duties which they have to 
perform. 

Housing 

10.53. There is also difficulty in getting residential accommoda¬ 
tion for officers of the Special Police Establishment. . This is felt 
particularly in the large cities like Delhi, Borfibay, Calcutta and 
Madras. It is necessary to make the Special Police Establishment 
officers independent in this matter so that they do not have to place 
themselves under any obligation in getting residential aecommoda- 
tiota. We suggest that a special pool of residential houses should be 
allotted to them. Where Government houses are not available, build¬ 
ings may be taken on rent by the Government and given to Special 
Police Establishment Officers. 



SECTION 11 
SOCIAL CLIMATE 

11.1. By the sixth term of reference, the Committee has been 
asked to recommend measures that would conduce to the creation 
of a social climate both among public servants and in the general 
public in which bribery and corruption may not flourish. In the 
previous Sections, we have dealt wilh the nature of corruption, its 
various forms, preventive and administrative measures and legal in¬ 
struments needed to tackle it. But in the long run, the fight against 
corruption will succeed only to the extent to which a favourable 
social climate is created. When such a climate is created and cor¬ 
ruption becomes abhorrent to the minds of the public and the public 
servants and social controls become effective, other administrative, 
disciplinary and punitive measures may become unimportant and 
may be relaxed and reduced to a minimum. However, change in 
social outlook and traditions is necessarily slow and the more im¬ 
mediate measures cannot be neglected in its favour. 

11.2. There is a large consehsus of opinion that a new tradition 
of integrity can be established only if the example is set by those 
who have the ultimate responsibility for the governance of India, 
namely, the Ministers of the Central and State Governments. The 
problem is difficult and delicate. Ministers are necessarily the 
leaders of the political party which succeeds in obtaining a majo¬ 
rity in elections .based on adult suffrage. There is a widespread 
impression that failure of integrity is not uncommon among Minis¬ 
ters and that some Ministers who ha\ie held office during the last 
16 ,years have enrichdd. themselves illegitimately, obtained good jobs 
for their sons and relations throtfgh nepotism, and have reaped 
other, advantages inconsistent with any notion of purity in public 
life. The general belief about failure of integrity amongst Minis¬ 
ters ig as damaging as actual failure. That these Ministers have 
held office in the name of the Indian National Congress which had 
evolved the highest notions of personal integrity and service under 
the, inspiration of Mahatma Gandhi has given rise to an exaggerated 
.,yiew of their failure to maintain high standards of integrity. It 
is p pity that neither the Congress authorities nor the great leaders 
who took over the Government of India realised the importance of 
evolving a suitable machinery, and procedure for preventing and 
dealing with such corruption. We are convinced that ensuring 
absolute integrity on the part, of Ministers at the Centre and the 
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States is an indispensable condition for the establishment of a trad: 
tion of purity in public services. Therefore, in the interest of the 
future of public life we consider thgl-the following steps should 

be taken:— 

(1) A code of conduct for ministers including the provisions 
suggested by us-for public servants relating to acquisi¬ 
tion of property,;acceptance of gifts and disclosure of 
assets and liabilities should be drawn up. This code of 
conduot should be placed- before Parliament and State? 
Legislatures; The* Prime- Minister and Chief Ministers, 
should consider themselves responsible for enforcing the 
code of conduct. 

(2) Specific allegation of corruption on the part of a Minister 
at the Centre or a State should be promptly investigated 
by an agency whose findings will command respect- We 
recognise that -irresponsible allegations cannot be taken 
serious note of. We, therefore, suggest that if a formal 
allegation is made by any 10 members of Parliament or 
a Legislature in writing addressed to the Prime Minister 
or Chief Minister, through the Speakers and Chairmen, 
the Prime Minister or Chief Minister should consider 
himself obliged, by convention, to refer the allegations 
for immediate investigation by a Committee as has' been 
suggested later in this Section; 

This would be in-addition to the responsibilities of the Prime 
Minister and Chief Ministers of States to take note of 
allegations made in the Press or which otherwise com* 
to their notice. In respect of such allegations also the 
Prime Minister and the Chief Ministers should be free to 
refer the matter to the proposed. Committee- In all other 
cases the Ministers against whom the allegations are made 
should, as a rule, institute legal proceedings by filing a 
complaint- for criminal' defamation and the Ministers con¬ 
cerned, should be given legitimate assistance by the Go¬ 
vernment of which they are Ministers. 

In cases Where the Ministers are unwilling to take legal action, 
the Prime Minister or {lie (itiief Minister's oi States, as the 
case may be| should consider thefriselves, obliged by con¬ 
vention, unless there is irrefutable proof of the integrity 
of the Minister concerned, tb advise the President or the 
Governor, as the case may be, to Withdraw his pleasure, 
which Would mean the Minister will have to go out of 
office, unless he hinjsgif resigns. 
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11.3. We considered carefully the. suggestion that the Central 
Vigilance Commission, should deal with allegations against Minis¬ 
ters;. We- are unable to accept the suggestion. It will be fatal to 
the usefulness of the Commission to be involved in matters likely 
to engender political passion, and prejudice, an inquiry against a 
Minister-is bound to give rise. to. For the same reason we do not 
think that any permanent tribunal should be established for thi* 
purpose. We consider that the appropriate course, would be for the 
President to constitute on the advice of the Prime.-Minister a na¬ 
tional panel- Whenever allegations against a Minister require, to be 
inquired into an ad hoc - Committee should be selected out of this 
national panel by the President. The Committee may consist of 
three persons one of whom at least should have held or should be 
holding a high judicial office. It should be the duty of the Com¬ 
mittee to ascertain whether there is a pkmwx facie, case. The Com¬ 
mittee should have the. power to direct the Central Bureau of Inves¬ 
tigation, in suitable cases, to investigate and report. If the Com¬ 
mittee wishes to make any inquiries otherwise- thah through the 
Central Bureau of Investigation it should be given all the necessary 
facilities and assistance including free access to, all documents, files 
ete., without being hampered by any claim of privilege. On the 
completion of the inquiries either through the Central Bureau of In¬ 
vestigation or otherwise the Gommittee. should consider, the available 
material and advise as to further action, if any, that may be neces¬ 
sary. It may advise that a regular case be registered. for investiga¬ 
tion with a view to prosecute the Minister concerned or. a commis¬ 
sion pf Inquiry under the Commissions of Inquiry Act, 1952 be ap¬ 
pointed. If the Committee makes sych a recommendation the Minis¬ 
ter should resign a? a matter of convention and should remain out 
of .office till the completion of the proceedings. If the Minister is 
found guilty qf the allegations or is found to have been corrupt he 
should be dismissed and should also become ineligible for becoming 
a Minister or for holding any elective Office. The necessary legal 
instruments for giving effect to this provision should be brought 
into existence. Until such time as.the necessary legislation is made, 
there should be a convention which would give effect to this provi¬ 
sion. As publicity would be an effective instrument there should 
be a convention that the findings of the Committee would be placed 
before Parliament or the State Legislatures. We are aware that cer¬ 
tain difficulties may arise out of the existing law of defamation. 
Suitable legal provisions should be made to afford protection from 
proceedings for defamation in. regard to the proceedings and the 
findings of the Committee. 

11.4. Next to the Ministers, the integrity of Members of Parlia¬ 
ment and of legislatures in the States will be a great factor in creat¬ 
ing -a favourable social climate against corruption. We are aware 
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that the vast majority of members maintain the high standards of 
integrity expected of them. Still it has been talked about that some 
Members use their good offices to obtain permits, licences and easier 
access to Ministers and officials for industrialists and businessmen. 
It may be that some legislators are in the employment of private 
undertakings for legitimate work. In such cases it is desirable that 
such employment should be open and well known and should be 
declared by the legislators concerned. It should be a positive rule 
of conduct that such legislators should not approach Ministers or 
officials in connection with the work of their employers and they 
should refrain from participating in the discussion or voting on de¬ 
mands or proposals in which their firms or undertakings are inter¬ 
ested. Other legislators, who are not such bonafide employees,, should 
on no account undertake, for any valuable consideration or other 
personal advantage, to promote the interests of or obtain favours for 
any private party either in the legislature or with Government. It 
is desirable that a code of conduct for legislators embodying these 
and other principles should be framed by a special committee of 
representatives of Parliament and the legislatures nominated by the 
Speakers and Chairmen. This code should be formally approved by 
resolutions of Parliament and the legislatures and any infringement 
of the code should be treated as a breach of privilege to be innuired 
into by the Committee of Privileges, and if a breach is established, 
action including termination of membership may be taken. Neces¬ 
sary sanctions for enforcing the code of conduct should also be 
brought into existence. 

* 11.5. The public belief in the prevalence of corruption at high 
political levels has been strengthened by the manner in which funds 
are collected bv political parties, especially at the time of elections. 
Such suspicions attach not only to the ruling party b,ut to all parties, 
as often the opposition can also support private vested interests as 
well as members of the Government party It is, therefore, essential 
that the conduct of political parties should be regulated in this mat¬ 
ter by strict principles in relation to collection of funds and elec¬ 
tioneering. It has to be frankly recognised that political parties 
cannot be run and elections cannot be fought without large funds. 
But these funds should come openly from the supporters or sympa¬ 
thisers of the parties concerned. 

If even one family in three pays one rupee a year to a political 
party, the total annual contribution will be rhore than what is need¬ 
ed for all legitimate purposes of all political parties in India. It is 
the reluctance and inability of these partteb to'tnake small collec¬ 
tions on a wide basis and the desire to resort to short cuts through 
large donations that constitutes the major source of corruption and 
even more of suspicion of corruption. 
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tn this connection, we do not feel it useful for India to be con¬ 
tent to follow the precedence of other democratic countries. It has 
to be remembered that U.K., U S.A. and other democratic countries 
did not start with a full-fledged democratic constitution based on 
adult franchise. They had a long period to develop their political 
system and evolve a proper code of conduct. India has to substitute 
this natural process by quicker and more rational measures. 

We consider that, in Indian conditions, companies should not be 
allowed to participate in politics through their donations. It is true 
that this matter was debated at length during the discussion on the 
Companies (Amendment) Act of 1960 and it was decided to permit 
such donations subject to restrictions of amount and condition of 
publication. We do not think that this is sufficient and feel that 
nothing but a total ban on all donations by incorporated bodies to 
political parties and purposes will clear the atmosphere. 

11.6. One other step which we feel is essential in this connection 
Is that all political parties should keep a proper account of their 
receipts and expenditure and should publish annually an audited 
statement of such accounts giving details of all individual receipts. 
We do not see why any political party should object to this provi¬ 
sion, and as it may-not be easy to ensure compliance through volun¬ 
tary agreement, simple legislation obliging the keeping of such 
accounts and its publication may be necessary. We do not suggesft 
that there should be any restriction whatsoever on the formation and 
functioning of political parties other than this sole requirement. 
Failure to conform to- such- obligation should debar a political party 
from recognition by the Election Commission, the postal authorities 
and banks. Those who'receive, donations for unauthorised -political 
parties or for themselves for political purposes should have to account 
for them in their own private accounts, and include them in their 
total income for purposes of income-tax. Regular maintenance of 
accounts and publication will bv itself enforce a minimum degree 
of good behaviour on the pert of all political parties. 

11.7. The press can do a great deal to create a proper social climate 
for the public services. It is certainly the privilege of every free 
newspaper to expose or condemn corruption on the part of public 
servants or their failure to perform their duties properly. If the 
Central and State Governments make it a point to scrutinise care¬ 
fully all complaints and allegations appearing in responsible news¬ 
papers and investigate them thoroughly, it will enable the press to 
assist actively in the purification of public life. Editors and reporters 
should be encouraged, under pledge of secrecy, to communicate to 
the Chief Vigilance Officers or the Central Vigilance Commission 
about suspected corrupt practices, and all such reports should, be 
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promptly inquired into. ‘Hie press should be informed of the results 
of the prosecution and departmental inquiries relating 'to corruption 
on the part of officials, particularly if they relate ; t<V officers'holding 
responsible posts. 

11.8. While responsible newspapers should ''thus'fee encouraged 
to assist the public against corrupt officials, drastic fiction should be 
taken against irresponsible --newspapers w-fifcR mgke .pfgfcl^ss allega¬ 
tions. It should become an invariable practice to gypsecute. 
newspapers unless .they can establish the truth.*?! thpir allegations. 
It should not be left to individual officers or Ministers to. take.such 
action. The existing law and procedure will, haw to>-be ,peyiqwed 
from this , point of view. 

11.9. There are many public organisations which may be 'willing 
to.assist .the Government in preventing or punishing bribery,,, 
tisrn and other corrp.pt practices. Such Rigapj^^pi^s sh 0 ^- he 
invited tp cooperate with the Government. Tpe, ^pqrtp from ^pch 
organisations shqtfid be protected and they should be treated as 
confidential unless the organisations conpejmea dgpee. lo inqgr 
publication. 

11.10. Similarly, the responsible heads oi tb^ Fanehayftt, Raj 

institutions, namely the Sarpanches, the Chairmfh i «i4 Presidents 
of the Fanchayat SamiAis and the Zila Farisbeds Bhpqld iR 

as part of their duties to report to Government aR.q^s.qn.Wibwk 
corrupt practices are suspected. The enthusiasm, td ithese per&oni 
can be maintained only if their reports ace gbitn gewppt andi wkw 
consideration, and they are informed of the reauHti ftft ipue^iigatioiW 
based on such reports. 

11.11. While it is essential that the honest officials; qhould heufuUx 
protected, it is desirable ter create a situation iniWbich those officials 
who have been found guilty of corruption feel not only that they 
have lost their jobs but also feel socially degraded. 

11.12. A similar mobilisation of public opinion -against •-perrons 
w'ho corrupt the officials or evade taxes, or indulge in other'anti¬ 
social practices Is necessary. In another Section' wfe have suggested 
some legislative provisions: The Centra! and the State Governmehts 
should maintain li&d of such persons and thfeybhotdd'notf'be invited 
to official functions? Particular care should*'be'tbkBnvto avoid any 
situation which may give rise to an impression ^tiiat such! per sorts 
enjpy the confidence, suopott or patronage 5 of-Mififistefs and high 
officials. 
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11.1$. Yhese suggestions are not to be Considered as exhaustive. 
It should be one of the important functions of the Central Vigilance 
Commission to explore all , possible methods of mobilising public 
opinion against corruption in pumic life and public services. It 
should become the fearless chamDion of integrity and fair-dealing. 



SECTION 12 


MISCELLANEOUS 

12.1. We did not extend our inquiries to the departments and 
establishments under the Ministry of Defence. The expenditure on 
defence is of the order of 700 crores. In the purchases, constructions 
and other activities in connection with defence there is a large scope 
for corruption and misuse of funds. But in view of the emergency 
and the need for secrecy in relation to many of these matters, and 
also with a view to early completion of our report, we have left the 
problem of corruption in the Ministry of Defence and its establish¬ 
ments to be considered by a separate committee at an early date. 
Meanwhile, our general recommendations relating to conduct rules, 
disciplinary rules, preventive measures and procedural matters 
relating to contracts, purchases, etc. will apply to the Ministry of 
Defence except in so far as other provisions have been made in the 
Army, Navy and Air Force Acts. 

12.2. We did not consider the judiciary to be included in our terms 
of reference. Except the Supreme Court and some subordinate 
courts in the Union Territories, the Government of India have no 
direct relation with the administration of the judiciary except that 
appointment of High Court Judges is made by the President. It has 
to be borne in mind, however, that all courts in India are common 
to the Centre and the States and can entertain and decide cases 
relating to exclusively Central subjects. Therefore, integrity of 
the judiciary is of paramount importance even for the proper 
functioning of the Central Government. 

Though we did not make any direct inquiries, we were informed 
by responsible persons including Vigilance and Special Police 
Establishment Officers that corruption exists in the lower ranks of 
the judiciary all over India and in some places it has spread to the 
higher ranks also. We were deeply distressed at this information. 
We, therefore, suggest that the Chief Justice of India in consultation 
with the Chief Justices of the High Courts should arrange for a 
thorough inquiry into the incidence of corruption among the 
judiciary, and evolve, in consultation with the Central and State 
Governments, proper measures to prevent and eliminate it. Perhaps 
the setting up of vigilance organisation under the direct control of 
the Chief Justice of every High Court coordinated by a Central Vigi- 
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lance Officer under the Chief Justice of India may prove to be an 
appropriate method. 

12.3. Universities are the main sources of 6upply of officers for 
our public services, especially at the higher levels. It is, therefore, 
of supreme importance that they should set standards of integrity 
which will become an integral element of the intellectual and 
psychological outfit of every graduate. It is a matter of great regret 
that in some universities, conditions are far from satisfactory for the 
admission of students, recruitment of lecturers and professors and 
the general management of university funds. We suggest that the 
University Grants Commission and the Inter-University Board should 
take immediate 6teps to institute an inquiry into the malpractices 
that may be prevailing in the universities, and evolve measures to 
fight them. 

124- The Central and State Governments are giving financial 
assistance in the form of grants and loans to many scientific, educa¬ 
tional, artistic and cultural organisations and associations. An 
important condition of such assistance should be that these bodies 
are free from any corrupt practices and measures, including audit, 
should be devised to enforce this condition. 

12.5, It is a matter of serious concern that at present education is 
thought t>f merely as a process of sharpening the human brain with 
a view to utilising it for materialistic ends. For a country like India, 
development of her material resources and the raising of the standard 
of life of all classes are, indeed, imperative. At the same time, the 
deterioration in the standards of public life has to be arrested. 
Ways and means have to be found to ensure that idealism and 
patriotism have their proper place in the ambitions of our youth. 
The lack of moral earnestness, which has been a conspicuous feature 
of recent years, is perhaps the greatest single factor which hampers 
the growth of strong traditions of integrity and efficiency. 



SECTION 13 
CONCLUSION 

13.1. We have now covered all the terms of ©ur reference. In the 
opening Section, the limitations of our inquiry have been -indicated. 
Far from considering that our report gives a blueprint for thefight 
against corruption, we think that it indicates only the first moves-in 
that direction find sketches the mere skeleton of the Measures and 
organisation needed for the purpose. 

13.2. While it is possible to deal quickly with some fbtrhs'M 
'corruption, it is in- general a long-term problem' WKIdh *eqtt»es firm 
resolve idd persistent endeavour for Many years to cdihe. "As‘Our 
economy expands, 'it is likely that fresh 'points''Of weakness‘indy 
appear. Unremitting vigilance is needed to ‘imtieipate or at least 
to spot tHOm as aOdh as thOy emerge, and dtedl With 'tftfcrti 1 promptly. 
In a democracy, it is the Parliament that to-the UHlfttttte fcudttMh 
of national integrity. We earnestly hope that the newly appointed 
Central Vigilance Commissioner will get whole-hearted support from 
it for his activities. 

13.3. In all our Inquiries, we have received full gdOpOration ffdm 
the Secretaries, Heads of Departments ahd other 'officers Vvho&e 
assistance was required. We are'grateful to ail of them. We dfe 
un less grateful'to the Many non-officidls ahd rOpresCntatlves of busi¬ 
ness organisations iihd trade \lhiohs who catod"forward to give ‘evi- 
ddnfce before us. 
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 
Section 4s 

1, The existing rules governing the conduct of Government 
servants did not make any radical changes in the rules that were in 
force prior to the commencement of the Constitution with the result 
that in respect of many matters the rules were either silent or inade¬ 
quate. 

(Fares. 42 and 4.3). 

2. The rules pertaining to integrity should be uniform. 


(Para. 4.5). 

3 The more important changes recommended aw: 

(1) A duty has been cast on Government servants holding 
supervisory posts to keep a watchful eye on the integrity 
of the staff working under them 

(2) Every Government servant should take full responsibility 
for his actions and orders, except where he acts under the 
directions of his official superior. 

(3) The conduct expected of every Government servant in 
case of conflict between public duty and private interest 
has been clearly stated in Rule 3(A) which brings out 
some of the points that were hitherto implied but left 
unsaid. 

(4) Rule 10 deals with the question of receipt of gifts and 
states the position more precisely and also liberalises the 
existing rules so as to prevent too much interference in 

private life. The financial limits have been suitably 
modified. 

(5) Government servants should submit periodically a com¬ 
plete statement of their assets and liabilities instead of the 
annual immovable property statements which have been 
found to serve no useful purpose. In these periodical 
statements the value of movable property except articles 
of daily use, like clothes, utensils, crockery and books 
should be stated including the value of jewellery. 

(Para. IT), 
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4. The need for continuance of the exemptions granted in 1958 
to industrial employees drawing a pay of Rs. 500/- or less arid hold¬ 
ing non-gazetted posts may be re-examtned and in the meantime the 
exemptions may continue to be in force. 

(Para. 4.8)* 

5. The rules may apply to Government servants appointed to 
any civil service or post in connection with the affairs of the Union. 

(Para. 49). 

6. While the manner of promulgation of the rules is a matter of 
detail any modification or liberalisation of the rules should be made 
?nly in consultation with the Central Vigilance Commission and 
with the concurrence of the Ministry of Home Affairs. 

(Para. 45). 


ffatttleto 8: 

7. The Constitutional protection given to Government servants 
by Article 311 which limits the doctrine of pleasure was first given 
only by the Government of India Act, 1935. 

(Para. 5.2). 

8. Judicial interpretation of Article 311 of the Constitution has 
resulted in making disciplinary proceedings highly involved. 

(Para. 5.7). 

9. The latest amendment of Article 311 has not improved the 
position. It would not be an unreasonable classification to treat 
disciplinary proceedings involving oharges of bribery, corruption 
and lack of integrity as a separate category and to provide for.a 
simplified procedure. Article 314 should not come in the way of 
dealing effectively with members of the former Secretary of States 
Services. In such cases the jurisdiction of courts should be limited. 
Another clause somewhat on the following lines may be added as 
Clause (4) to Article 311:— 

“Notwithstanding anything contained in Parts III, IV, VI and 
XIV of the Constitution, Parliament may, by law, regulate 
all matters relating to maintenance of integrity and honesty 
in tire services and posts under the Union and States, 
including the jurisdiction of Courts in respect of such 
matters”. 
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The power to legislate in this behalf should be added as an item 
in List I of Schedule VII of the Constitution. 

(Para. 5.8). 

10. In view of the Constitutional requirements and judicial pro¬ 
nouncements it is not possible to radically simplify the procedure 
unless the Constitution is suitably amended. 

(Para. 5.9). 

11. The more important of the recommendations contained in the 
Interim report dated August 23, 1963 (Annexure IV) are:— 

(i) There should be only one set of Discipline and Appeal 
Rules in respect of Government servants serving in con¬ 
nection with the affairs of the Union or appointed by the 
Union Government. The definition of the term “Govern¬ 
ment servant” has therefore been enlarged to include 
members of the All India Services; 

(ii) the President may impose any of the prescribed penalties 
and institute disciplinary proceedings against any Govern¬ 
ment servant including a member of the All-India Service 
(Rule 8) or direct a disciplinary authority to institute such 
proceedings [Rule 9(1)]; 

(iii) the Central Government may institute proceedings against 
a member of an All-India Service if the circumstances of 
the case are such that the Central Government is satisfied 
that it would be in public interest to institute such pro¬ 
ceedings provided that before doing so the Central 
Government shall consult the State Government; 


(iv) The power to institute departmental proceedings has been 
given to the President, specified disciplinary authorities and 
such other authorities as may be empowered by the Presi¬ 
dent by general or special order.- (This last recommenda¬ 
tion was made in view of the recommendation of the 
Committee that the Directorate of Vigilance.. of the 
Central Vigilance Commission should have the power 
to determine the nature of disciplinary proceedings to be 
initiated and to initiate, conduct and complete such pro¬ 
ceedings. Though in the scheme of the Central Vigilance 
. Commission, as accepted by the Government, the power to 
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initiate, conduct and complete such proceedings has not 
been given to the Central Vigilance Commission, the pro¬ 
visions made in the rules may be allowed to stand). 

(v) The penalties of withholding or withdrawing in full or tn 
part the pension which can now be imposed under Civil 
Services Regulation 351(A) and Rule 8 of the All Indi| 

Services (Death-cum-Retirement Benefits) Rules, 1958 have 
been included in the categories of penalties prescribed 
under Discipline and Appeal Rules and the procedure fpr 
imposing such penalties has been made part of thft 
Discipline and Appeal Rules. 

(vi) The requirement of the accused officer submitting a written 
statement of defence after the framing of charges has been 
dispensed with. 

(vii) The rules relating to suspension, regulation of the period 
of absence from duty after reinstatement of an officer wSo 
had been dismissed, removed or suspended provide for 
removal of certain difficulties that have arisen out of some 
recent pronouncements of the courts. 

(viii) The requirement of submitting an appeal or a memorial 
through the authority which passed the order which is 
subject matter of the appeal or memorial has been dis¬ 
pensed with to minimise delay. 

(Para. 5.11). 

12. The Government should have the power to compulsorily retire 
a Government servant who has completed 25 years of qualifying 
service or has attained 50 years of age without giving any reason and 
without any liability for special compensation. 

There should be a committee with the Central Vigilance Com¬ 
missioner as the Chairman and two Secretaries to Government as 
members to review the cases of all gazetted officers who are due to 
complete 25 years of qualifying service or to attain 50 years of age 
during the ensuing year and recommend the names of the officers who 
are to .be compulsorily retired. ’ ' 

There should be one or more committees, State-wise oi Depttt- 
mentwise, as may be convenient, with : nominee of the Central 
Vigilance Commissioner as the Chairmj... of each Committee to 
review such cases in regard to non-gazetted employees and make 
appropriate recommendations. • ... - 

(Para. 5.14). 
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13. The Central Government should have the power to take 
action under Rule 17 (as amended in May 1963) and Rule 20 of the 

All India Services (Death-cum-Retirement Benefits) Rules: 1958, 
after consultation with the State Government concerned. 


Section 6: 


(Para. 5.20). 


14. Preventive measures, administrative, legal, social, economic 
and educative, should be carefully planned and effectively imple¬ 
mented. 

(Para. 6.1). 

15. A systematic and thorough review of the laws, rules, pro¬ 
cedures and practices should be undertaken for the purpose of 
listing (a) discretionary powers (b) levels at which such powers 
are exercised (c) the manner of exercise of such powers (d) the 
control exercised within the hierarchy over the mte r d y of such 
powers (e) the points at which citizens come into contact with the 
Ministry/Department and the purposes for which they do so. 

(Para. 6.2). 

16. A thorough 6tudy should be made in respect of each Ministry/ 
Department/undertaking of the extent, the possible scope and modes 
of corruption, preventive and the remedial measures prescribed, if 
any, and their effectiveness. Such studies should be started on a 
priority basis in respect of each Ministry/Department/undertaking 
and the Central Vigilance Commission should also pay attention to 
this important piece of work for which purpose Government may 
provide the necessary staff and other facilities. 

(Para. 6.3). 

17. Serious thought should be given as to how trade associations 
or their representatives could be associated in the matter of granting 
licences and allocation of scarce goods. Membership of a recognised 
trade organisation should be a necessary condition of eligibility for 
obtaining a licence or a permit. The organisation should screen the 
capacity of the applicants, their past performance and conduct and 
make recommendations to the licensing authority. These organisa¬ 
tions may also be usefully associated in investigating modes of misuse 
and mis-utilisation of goods obtained under licence and modes of 
manipulation of prescribed rules, procedures and forms for obtaining 
undeserved advantage. 


(Para. 6.4). 
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1ft Admin istrative delay uniat be reduced to the utmost extent 
pceeftls and Am action should he tetan to eliminate all such causes 
sidekys as ptvMe aoepe lot eotrupt practices. 

(a) Each Tdinistry /Department/ undertaking should imme¬ 
diately undertake a review of all existing procedures and 
practices to And out the c a u se of delay, the points at which 
delay occurs and to devise suitable steps to minimise the 
p os sibi l i ty of delay. 

0>) Time-Halts should be prescribed, if not already done, for 
d ea ling with receipts, files etc., and these should be strictly 
enforced. Supe r ior officers should consider it their 
respo nsi bility to find out whether in any particular matter 
there has been any avoidable delay cell the persona 
raspewdble fee the delay to account 

(*) All notings at the level lower than that of Under Secre¬ 
tariat should be avoided. The responsibility of the Section 
should be only that of putting up previous papers and pre¬ 
cedents. This procedure should be strictly observed in 
Mlahtries/Deparfcmwta which have to deal with the grant 
of licences or permits of various Idndsi 

(d) Urn levels at which substantive derision eould be taken 
ahotfltf be paeSorihed and any attempt to involve as many 
aa possible should be discouraged and dealt with severely, 
if found to be persisted in. 

(Para. 0.6.1). 

19. In all those fields where Government interferes to regulate and 
control there is scope for abuse. It would be desirable for each 
SOhistry/Department to undertake a review of the regulatory 
functions which are its responsibility and also examine whether all 
of them are necessary and whether the manner of discharge of those 
funrikns and ol the e xe r ci s e o 4 powers of control are capable of 
Improvement 

(Para, fi.0.2). 

* Discretionary p ow e r s ■ are ettMsad by different categories of 
OoVerttasent se r v a nt s' all cfmhmn 'see net endowed with a high sense 
of dedication cad tatsgrtty In s^uaf measure, While it would not be 
ptwiMe to completely eftmburte dtoaettota it should be possible 
to devise a- sy ste m of admlnistrctkor which would reduce to the 
m i nim u m , ewntf there is a sswmisg loss of perfection, the need for 
eaacisa** personal discretion consistently with efficiency and speedy 
di s po s al ol public business. Various methods of control devised in 



the more advanced countries should be studied and a suitable system 
of control should be devised keeping in view the difficulties that may 
arise on account of the vastness of our country and the basic princi¬ 
ples which are enshrined in our Constitution and jurisprudence. 

(Para. 6.6.3). 

21. As many of the citizens of our country who have to seek the 
help of the administration in many matters are not equipped or 
trained, they find it necessary to 6eek the assistance of touts and 
intermediaries. A serious attempt should be made to educate the 
citizens in regard to such matters and also make suitable arrange¬ 
ments which would provide an easy access to administration without 
the intervention of touts and intermediaries. 

(Para. 6.G.4). 

22. It may be worthwhile in the country’s' interest to examine 
whether the categories of officials who have to exercise considerable 
discretion in matters relating to taxation, issue of valuable' 1 permits 
and licences, or otherwise deal with matters which require high 
degree of integrity, should riot be given special attention regarding 
status and emoluments. Undue economy in the nurhber of officers 
is not desirable. It would be worthwhile to review the proportion 
of direct recruits and promotees in the various services as there is a 
general belief (we do not fully endorse any sweeping generalisation 
on this point) that the standard of integrity of direct recruits is 
comparatively higher. 

(Para. 6.8). 

23. Housing and medical facilities for the Government servant 
and his family and facilities for the education of his children should 
be provided. 

Till such time as Government is able to construct the required 
accommodation houses should be requisitioned or taken on lease 
and let to the Government servants. 

Accommodation should, to the extent possible, be in colonies. 

(Paras. 6.9 and 8:10>. 

24. Informal codes of conduct for different categories of Govern¬ 
ment servants working in Ministries/Departments dealing with the 
economic affairs of the country and which spend lsyrge sums of monies 
on construction and purchases should be compiled regarding parti¬ 
cipation in entertainment and availing themselves of other facilities 
from those who may have or are likely to have official dealings with 
them. The example must be set by superior officers. 


(Para. 6.11). 
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25. Every officer of superior status under whom a number of 
Gazetted officers are working directly should take steps to ascertain 
personally whether there is any reason to doubt or suspect the in¬ 
tegrity of any of these officers. 

(Para. 6.12). 


26. Some of the other preventive measures are:— 

(i) Great care should be exercised in selecting officers for 
appointment to high administrative posts. Only' those 
whose integrity is above board should be appointed to 
these posts. 

(ii) At the time of making selections from Non-Gazetted to 
Gazetted ranks for the first time all those whose integrity 
is doubtful should be eliminated. 

(iii) Every officer whose duty is to sponsor a name for promotion 
should be required to record a certificate that he had seen 
the record of service of the Government servant and he is 
satisfied that the Government servant is a man of integrity. 

(iv) Exigencies of public service require grant of extension or 
re-employment of Government servants who have attained 
the age of superannuation and are about to retire pr 
retired. Such servants are also employed in the public 
sector undertakings. We recommend that an essential 
condition for the grant of extension or re-employment 
should be that the person concerned has had a good reputa¬ 
tion for integrity and honesty. If this condition is not ful¬ 
filled the person concerned should not be considered 
eligible for grant of extension or re-employment. 

(v) A good deal of harm is done by vague talk about corrup¬ 
tion. This can be reduced only if there are agencies 
which a person with a genuine complaint can approach for 
redress, with the assurance that he will be fully protected 
and that prompt and adequate action will be taken where 
found justified. The Central Vigilance Commission and 
the Vigilance organisation should be able to meet this need 
in matters relating to complaints of corruption, harass¬ 
ment. etc. It is essential that bona fide complainants 
should be protected from harassment or victimisation. 
The Ministry of Home Affairs should consider itself as 
having a special responsibility in this regard. 

(vi) Enquiry-cum-Reception Offices should be. established in 
all Ministries/'DefcfAfc’tments which deal with licences/ 
permits and to wfrich members of the public frequently 
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g©. All visitors should enter their hemes end the purpose 
of their visit in a register to be kept at the Reception 
Office. 

(vii) Steps should be taken to prevent sale of information. One 
of the causes of this type of corruption is the undue secrecy 
maintained in regard to all types of matters in respect 
of which it is not necessary to do so. A clear distinction 
should be made as to what information should be treated 
as “secret” and what should be made freely available to 
the public. Any member of the public who wants to have 
information of the latter category should be able to ap¬ 
proach some specified officer in each Ministry/Depart¬ 
ment /undertaking for that purpose and get what he wants. 

(Para. 6.13). 

27. Difficulties are experienced in obtaining the necessary forms 
required to be submitted for obtaining licences/permits etc. Arrange¬ 
ments should be made for easy supply of forma whether free or on 
payment. 

(Para. 6.14). 

28. There is a column in the annual confidential report regarding 
every public servant where the superior officer has to comment on 
his integrity. In cases where the reporting officer is net in a posi¬ 
tion to make a positive report about integrity he should leave the 
column blank and submit a secret report if he has reasons to doubt 
the integrity of the officer on whom he is reporting stating the 
reasons for his suspicions. The Government or the heads of Depart¬ 
ment who receive such secret reports should take suitable steps to 
find out the correctness or otherwise of the report 

(Para. 6.15). 

29. There should be a complete ban against Government servants 
accepting private commercial and industrial employment for two 
years after retirement. Reasons have been given in the interim 
report dated 20th December, 1963 (Annexure V). 

(Para. 6.16). 

30. The existence of large amounts of unaccounted black money 
is a major source of corruption. 

(Para. 6.17). 

31. There is no justification to treat income-tax returns and assess¬ 
ments aa secret. Publication of such returns and assessments would 



have a salutary effect on those persons in business and professions 
who are inclined to take advantage of secrecy provisions to evade 
income-tax. 

(Para. 6.18). 

82. To buy and 6ell properties at prices much greater than those 
recorded in the conveyance deeds has become a common method of 
cheating the Central Government of income-tax and other taxes and 
the State Government of the stamp duty and a convenient method 
of transferring black money. If, in some manner, the Central and 
State Governments, or some special corporations set up for the pur¬ 
pose can be empowered to step in and acquire such properties at 
the stated value, or even at a small premium when it is considered 
that the properties have been deliberately under-valued, it Mdll 
strike a blow against black money. 

The habit of charging “pugri” or “premium” for renting houses 
and flats is a similar source of corruption for which some drastic 
steps have to be taken. 

(Para. 6.19). 

33. (i) No official should have any dealings with a person claim¬ 
ing to act on behalf of a business or industrial house or 
an individual nnl em, he is properly accredited, and is ap¬ 
proved by the Department, etc. concerned. Such a pro¬ 
cedure will keep out persons with unsavoury antecedents 
or reputation. There should, of course, be no restriction 
on the proprietor or manager, etc. of the firm or the ap¬ 
plicant himself approaching the authorities. 

(ii) Even the accredited representatives should not be allowed 
to see officers below a specified level—the level being 
specified in each organisation after taking into consider¬ 
ation the functions of the organisation, the volume and 
nature of the work to be attended to, and the structure 
of the organisation. However, care should be taken to 
limit permissible contacts to levels at which the chances 
of corruption are considered to be small. This would 
often mean that no contact would be permittedr at the 
level of subordinate officers. 

(iff) There should be a system of keeping some sort of a record 
of all interviews granted to accredited representatives. 

*(lv) There should be a fairly senior officer designated in each 
Department to which an applicant etc. may go if his case 
is being unreasonably delayed. 
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It is necessary that a proper procedure should be devised in con¬ 
sultation with the Central Vigilance Commission for accrediting and 
approval by the Department. Before granting approval the antece¬ 
dents of the person proposed to be accredited should, if possible, be 
verified. In any case no person who is not definitely employed by 
an established undertaking, who will be responsible for his contact 
and actions, should be approved. 

(Para. 6.20). 

34. Officers belonging to prescribed categories who have to deal 
with these representatives should maintain a regular diary of all 
interviews and discussions with the registered representatives 
whether it takes place in the office or at home. The general practice 
should be that such interviews should be in the office and if it takes 
place at home, reasons should be recorded Any business or discus¬ 
sion which is not so recorded should be deemed to be irregular con¬ 
duct, of which serious notice should be taken by the superiors. 

(Para. 6.21). 

35. Companies and businessmen should be obliged to keep detailed 
accounts of the expenditure in their expense account. Whenever an 
income-tax officer feels that amounts have been spent for entertain¬ 
ing high officials, or other purposes for which satisfactory explana¬ 
tion is not forthcoming, it should be his duty to refer the matter 
to the Chief Vigilance Officers in the department concerned. If 
there is any legal difficulty for passing on such information, under 
the present law, it should be removed. 

(Para. 6.22). 

36. It will be desirable to create a special cell in the Home 
Ministry consisting of representatives from All India Radio, Press 
Information Bureau and the Films Division to evolve effective pro¬ 
paganda and publicity measures. Representatives of the press may 
also be associated. The general principles to be followed are: — 

There should be no publicity at the time of investigation or during 
departmental inquiry, but effective and widespread publicity to cases 
resulting in dismissal, removal or compulsory retirement should be 
given. In cases of prosecutions before courts, important cases will 
in the ordinary course be given publicity by the press. What is 
required is to ensure that true facts and arguments’ are available 
to those who edit the cases. The Cell proposed should offer to 
provide the necessary assistance. A periodical summary, say once 
in three months, cf important cases dealt with either by departmental 
inquiries or prosecutions in courts should be supplied to the press. It 
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may also be hoped that the report of the Vigilance Commission 
which will be placed before Parliament will attract wide publicity. 

(Para. 6.23). 


Section 7: 


37. The Indian Penal Code does not deal in any satisfactory 
manner with acts which may be described as social offences having 
regard to the special circumstances under which they are committed, 
and which have now become a dominant feature of certain powerful 
sections of modern society. Such offences may broadly be classified 
into: — 


(1) Offences calculated to prevent or obstruct the economic 
development of the country and endanger its economic 
health; 

(2) Evasion and avoidance of taxes lawfully imposed: 

(3) Misuse of their position by public servants in making of 
contracts and disposal of public property, issue of licences 
and permits and similar other matters; 

* 

(4) Delivery by individuals and industrial and commercial 
undertakings of goods not 1 in accordance with agreed 

specifications in fulfilment of contracts entered into with 
public authorities; 

(5) Profiteering, black-marketing and hoarding; 

(6) Adulteration of foodstuffs and drugs; 

(7) Theft and misappropriation of public property and funds, 
and 

(8) Trafficking in licences, permits etc. 

(Para. 7.3). 

38. Some of these offences have been made punishable by special 
enactments. It is desirable to add a new chapter to the Indian Penal 
Code bringing together* all the offences in such special enactments 
and supplementing them with new provisions so that all social 
offences will find a prominent place in the general criminal law of 
the country. Government may consider whether this work should 
be undertaken by a special legal committee or referred to the Law 
Commission. 


(Para. 7.4). 
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39. Section 21 of the Indian Penal Code should be amended as 
stated below: * 

(i) The words ‘public servant’ should be defined to mean 
‘every person in the service or pay of the Government, a 
local authority or a Corporation established by a Central 
or State Act, or a Government Company as defined in 
Section 617 of the Companies Act, 1956 and/or who is 
remunerated by fees or commission for the performance 
of any public duty.’ 

(ii) Every Minister including Ministers of State, Deputy 
Ministers and Parliamentary Secretaries holding such 
office in the Union or State Governments. 

(iii) The words ‘engaged in any trade or industry’ may be 
deleted from the twelfth clause of Section 21 of the Indian 
Penal Code. 

Civ) Any person entrusted with adjudicatory functions in the 
course of enforcement of any law for the time being in 
force. (A revised draft incorporating the above amend¬ 
ments is given). 

(Para. 7.7). 

40. Offering of bribe or attempt to offer bribe should be made a 
substantive offence and not merely an abetment as at present by 
adding a new Section in the terms suggested a6 Section 161A. 

(Para. 7.8). 

41. Offences under Chapter IX of the Indian Penal Code should 
be made non-bailable. 

(Para. 7.9)- 

42. The presumptions enunciated in Sections 4(1) and 4(2) of the 
Prevention of Corruption Act should be made available in respect 
of Sections 5(1) and 5(2). 

(The Committee is suggesting extensive amendments to Section 
5) 

(Para. 7.11). 

43. (i) The words ‘in the discharge of his duty’ should be deleted 

from Section 5 of the Prevention of Corruption Act. 

(ii) Possession of assets by a public servant disproportionate to 
his known sources of income for which he cannot satis¬ 
factorily account should be brought within the definition 



of criminal misconduct and treated as a substantive 
offence. 

(iii) Habitual corrupting of public servants or abetment of such 
conduct should be made a substantive offence by the addi¬ 
tion of a new sub-section. 1 

A draft of Section 5 incorporating the above suggestions is given. 

(Para. 7.12). 

44. Section 5A of the Prevention of Corruption Act may be amend¬ 
ed so 86 to authorise all Inspectors of the Special Police Estab¬ 
lishment and such Officers of similar rank of the Anti-Corruption 
agencies of the State Governments to be specified by the respective 
State Governments by general or special orders to make investig*- 
tions without obtaining the permission of a Magistrate. 

(Para. 7.13). 

45. Section 4(p) of the Criminal Procedure Code or Section 5 of the 
Delhi Police Establishment Act may be amended to include Officers 
of the Special Police Establishment of the rank of a sub-inspector, 
an Inspector and a Deputy Superintendent of Police within the 
definition of ‘an officer in charge of a Police Station’ so that they. 
may be able to exercise, in the discharge of their functions, in any 
area in a State any of the powers which an officer in charge of a 
Police Station can exercise under the Code of Criminal Procedure. 

(Para. 7.151 

46. Section 94 of the Criminal Procedure Code and Section 5 
of the Bankers’ Book (Evidence) Act should be suitably amended 
to. enable the Officers of the Special Police Establishment and/or 
of the State Anti-Corruption agencies and/or any other officer noti¬ 
fied in this behalf by general or special order by the Central rfi 
State Government, as the case may be, to obtain certified copies df 
the accounts and of all other documents relevant to the entries’ 
the books of accounts relating to any person in respect of whom 
an inquiry or an investigation is being made whether under the 
provisions of the Code of Criminal Procedure or any other law or 
rule for the time being in force or in any other manner whatever. 

(Para. 7.16). 

47. Section 222(2) of the Code of Criminal Procedure may suit¬ 
ably be amended so as to cover offences under Section 5fl)(c7 of the 
Prevention of Corruption Act and dishonest misappropriation of 
movable property other than money. 

(Para. 7.17). 

46 . Sub-section ( 4 ) of Section 2S1A may be amended to make it 
obligatory for the accused to file a list of witnesses and documents 
fajr j t o pos ea to rely upon in his defence immediately after the charge 



126 

is framed. There is, however, no objection if such a list is furnished 
at a subsequent stage but on the closing of the evidence for the 
prosecution. 

(Para. 7.18). 

49. A proviso may be added to sub-section (1A) of Section 344 
of the Code of Criminal Procedure to provide that adjournment or 
postponement of trial or inquiry need not be granted or made only 
on the ground that a party to the proceedings intends to take up 
in revision before a higher Court the legality, propriety or correct¬ 
ness of an order passed by the Court. 

(Para.. 7.19). 

50. A proviso may be added to Sections 435 to 439 to provide 
that higher courts may not grant stay of proceedings without giving 
a reasonable opportunity to the opposite party to show cause against 
grant of stay and to require that reasons should be recorded to show 
that it is not necessary in justice to stay the proceedings. 

■ (Para.' 7.20). 

51. Section 435 of the Criminal Procedure Code may be amended 
to provide that the records of the lower court should not be requi* 
sitioned without hearing the opposite party or in cases where the 
purpose could be served by the filing of certified copies. 

(Para. 7.21). 

52. Section 492 of the Criminal Procedure Code should be amend¬ 
ed to empower the Central Government to appoint. Public Prose¬ 
cutors. in any case, or in any specified class of cases. 

(Para. 7.22). 

53. Section 540 A (2) may be amended to enable the court, in its 
discretion, to. proceed with the trial or inquiry and to record evidence 
even in the absence of the accused subject to the right of the accused 
to recall the witnesses for cross-examination. 

(Para. 7.23). 

54. Section 198B of the Criminal Procedure Code may be amended 
by— 

(i) deleting subjection (13); 

(ii) deleting the words ‘other than the offence of defamation by 
spoken words’ in clause (1);. 

(iii) casting the burden of proving the truth of imputation on 
the accused; and 

(iv) requiring the accused to prove that he acted in good faith 
and in public interest. 

, r (Para. 7.24). 
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55. (i) Section 5 of the Imports and Exports (Control) Act, 1947, 
may be amended so as to raise the punishment provided for there¬ 
under to 2 years rigorous imprisonment and also to make it obligatory 
to pass the minimum sentence of six months imprisonment except 
where the Court, for reasons to be recorded in writing, considers that 
a sentence lesser than the minimum should be imposed. 

(Para. 7.25) 

(ii) A provision may also be made to the effect that the principal 
office bearers would also be liable for punishment for offences com¬ 
mitted by a company or partnership concern or any incorporated 
body or an association of individuals and that the burden of proving 
their innocence should lie on them. 

(Para. 7.25) 

56. Sections 7 and 8 of the Essential Commodities Act may be 
$o amended by the Act by adding the words ‘or any direction given 
under any order made thereunder’ after the words ‘any order made 
under Section 3’. 

(Para. 7.26) 

57. Article 311 of the Constitution may be amended by adding 
the following clause as clause (4): 

“Notwithstanding anything contained in Parts III, IV, VI and 
XIV of the Constitution, Parliament may by law regulate 
all matters relating ho maintenance of integrity and honesty 
in the Services and posts under the Union and States in¬ 
cluding the jurisdiction of Courts in respect of such 
matters.” 

The power to make such legislation should be added as an item 
in List I of Schedule VII of the Constitution. 

(Para. 7.27) 

58. Powers to summon and compel attendance of witnesses and 
production of documents should be conferred on the inquiring autho¬ 
rities in departmental proceedings by suitable legislation. 

(Para. 7.28) 

59. The need for continuing the provisions prescribing a period 
of limitation for initiation of any proceeding for any thing done or 
ordered to be done under the powers given by special enactments 
such as the Central Excise and Salt Act, 1944, should be examined 
and if possible be totally done away with; if it is not possible to 
do so the period of limitation should be enlarged and it should 
start running from the date of knowledge of the act or order and 
not from the date of accrual of the cause of action. 


(Para. 7.29) 
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Section 8: 

60. The instructions issued by the Ministry of Home Affairs on 
27th July 1962 regarding the procedure for dealing with anonymous 
complaints strike a balance between the view that such complaints 
should be ignored and the view that they should not be ignored. 

(Para. 8.3) 

61. Some of the circumstances under which it would be appropriate 
to place a Government servant under suspension are: — 

(1) Cases where an investigation whether by the Police or 
departmental authorities, has commenced regarding— 

(a) any offence or conduct' involving moral turpitude; 

(b) corruption; embezzlement or misappropriation of Gov¬ 
ernment money; possession of disproportionate assets; 
misuse of official powers for personal gain; 

(c) serious negligence and dereliction of duty resulting in 
considerable loss to Government; 

(d) allegations which, if proved, may result in dismissal, 
removal or compulsory retirement; 

(2) wherever continuance in office will prejudice the investi¬ 
gation, trial or any inquiry ( e.g apprehended tampering 
with witnesses or documents); 

(3) whenever it is decided to prosecute the Government ser¬ 
vant for offences which, if proved, are likely to end in 
his conviction and consequent dismissal, removal or com¬ 
pulsory retirement from public service; 

(4) desertion of duty; 

, (5) refusal or deliberate failure to carry out written orders of 

superior officers; 

(6) where continuance in office is likely to subvert discipline 
in the office in which the public servant is working; 

(Para. 8.5) 

62. Some of the principles to be observed in dealing with requests 
or petitions for withdrawal of a prosecution are: 

(1) when once a case is put in a court it should be allowed 
to take its normal course. 

(2) if in any case it becomes necessary to consider a petition 
for withdrawal such a petition should be disposed of on 
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the advice of the Central Vigilance Commission, provided 
that: 

(a) the court has not commenced recording evidence. 

(b) it is clear from the records that the competent autho¬ 
rity had not examined the merits of the case before 
according sanction; and 

(c) facts have come to light which would show that no 
offence had been committed by the accused. 

(Para. 8.6) 

*63. In the event of a Government servant being convicted by 
a court, his tenure should forthwith be put an end to even if he has 
filed an appeal, if the legal advice is that there is no reasonable 
chance of the conviction being set aside; in other cases, the Govern¬ 
ment servant should be under suspension. 

(Para. 8.9) 

64. Consultation with the Union Public Service Commission may 
"be dispensed with in cases where a penalty is proposed to be im¬ 
posed on the ground of conduct that led to the conviction of a Gov¬ 
ernment servant by a court. 

(Para. 8.9) 

65. In Ministries/Departments which have to deal with grant of 
contracts and licenses and which deal with assessment, collection 
and refund of taxes, d post facto scrutiny of disposed of files should 
be made to find out the nature of mistakes and irregularities as has 
been done in the Directorate General of Supplies and Disposals. 

(Para. 8.10) 

'66. There should be a machinery for verification of proper 
fulfilment of conditions of different kinds of licenses granted by 
Government. 

(Para. 8.11) 

67. In. the Ministries/Departments which have to deal with 
grant of contracts for construction and supplies, an attempt should 
be made to classify those matters which are best left to be decided 
by a Committee and those which are better left to be decided by 
individual officers. 

(Para. 8.12) 

B8. To the extent possible transaction of Government business 
should be open and in accordance with declared principles and 
there should not be any undue secrecy. 


(Para. 8.13) 
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69. Care should be taken to see that non-official institutions which 
receive grants from Government function properly. These insti¬ 
tutions should submit annual reports and audited accounts and it 
should be the responsibility of some specified officer to certify 
proper utilisation of Government grants. 


Section 9: 


(Para. 8.14) 


70. The Administrative Vigilance Division functions substantially 
in an advisory capacity. The time has come to put the entire- 
Vigilance Organisation on a proper and adequate basis without in 
any way undermining the general principle that the Secretaries 
and heads of departments are primarily responsible for the purity,, 
integrity and efficiency of their departments. 

(Paras. 9.11 to 9.15) 

71. Sub-offices of the Central Vigilance Commission may be- 
established at Bombay, Calcutta, Delhi and Madras in charge of 
serving Government servants of a sufficiently high rank and to- 
discharge such functions and duties as may be allotted to them 
by the Central Vigilance Commission. 

(Para. 9.18) 

72. The Vigilance Organisation in the Railways requires to be- 
considerably improved. The Organisation should be reorganised* 
as follows:— 


Member (Vigilance) 



Joint Director Joint Director 

(Vigilance) (Investigation) 


Deputy Director Deputy Director Deputy Director Deputy Director 
(Engineering) (Store Purchases) (Traffic) (Investigation) 


(Para. 9.20> 

73. The Joint Director (Vigilance) should ordinarily be an officer 
belonging to a service other than the Railway Service, preferably 
an I.A.S. Officer. The Joint Director (Investigation) should be a 
Police Officer of the rank and status of the Deputy Inspector-General 
of Police. Adequate investigating staff should be provided at 
Headquarters. 

(Para. 9.21' 


74. In the Zonal railways, the Vigilance Officer should have tl 
status of a departmental head and be given full freedom to invest 
gate into complaints received by him. 


(Para. 9.22 
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*75. (i) There should be one Chief Vigilance Officer in each 
Ministry/Department/Central Corporate undertaking. The Chief 
Vigilance Officers and the Vigilance Officers should be of a suffi¬ 
ciently high rank so that they may be able to function effectively. 
There should be Vigilance Officers in all subordinate and attached 
offices, and in important departments of the public sector under¬ 
takings. 

The Central Board of Revenue has now been split into two 
Boards. There shall be two Chief Vigilance Officers in the Ministry 
of Finance, one for the matters dealt with by the Direct Taxes 
Board and the other for the matters dealt with by the Indirect Taxes 
Board. 

The Chief Vigilance Officers should be appointed in consultation 
with the Central Vigilance Commission and the Vigilance Officers 
in subordinate and attached offices should be appointed in consulta¬ 
tion with the Chief Vigilance Officer of the Ministry/Department. 
No person whose appointment as Chief Vigilance Officer is objected 
to by the Vigilance Commissioner should be so appointed. The 
Chief Vigilance Officer and other Vigilance Officers, besides being the 
link between the Central Vigilance Commission and the Ministry/ 
Department, should, as at present, continue to be the special assist¬ 
ants to the Secretary or the Head of Department/undertaking in 
combating corruption, misconduct and malpractices in the Ministry/ 
Department/undertaking. The Chief Vigilance Officer will be 
responsible for coordinating and guiding the activities of other Vigil¬ 
ance Officers in the attached and subordinate offices and other 
organisations for which his Ministry/Department is responsible. 

(ii) Whole-time or part-time assistance of a Deputy Superin¬ 
tendent of Police from the Central Bureau of Investigation may be 
made available to the Chief Vigilance Officer(s) of each of the 
Ministries/Departments/Undertakings. 

(iii) The Chief Vigilance Officers and the Vigilance Officers 
should have complete independence to investigate complaints of 
corruption and malpractices. 

(iv) Those working in the Vigilance Organisation should have an 
assurance that good and efficient work in the Vigilance Organisation 
will enhance their opportunities for promotion and not become a 
sort of disqualification. 

(v) Those posted to the Vigilance Organisation should not have 
the fear of returning to their parent cadre after a short period with 
the possibilities of facing the anger and displeasure of Ihose against 
whom they made inquiries. 
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(vi) It should be the invariable practice to obtain integrity 
clearance from the vigilance organisation in matters relating to 
confirmation and promotion. 

(vii) The Chief Vigilance Officers and Vigilance Officers in 
Departments and establishments having field organisations should 
have an adequate investigating staff so that such of those complaints 
or cases which are not handed over to the Central Bureau of Investi¬ 
gation may be investigated by them. The strength of the investi¬ 
gating staff should be determined by each Ministry in consultation 
with the Central Vigilance Commissioner. 

(viii) All departmental proceedings against Class I and Class II 
officers and other important cases should be entrusted to Commis¬ 
sioners for Departmental Inquiries attached to the Central Vigilance 
Commission. For this purpose, the number of the Commissioners 
for Departmental Inquiries should be suitably increased and 
officers from different departments like Railways, Central Public 
Works Department, Income-tax, Central Excise and Customs, Posts 
and Telegraphs should also be appointed as Commissioners for 
Departmental Inquiries. 

(ix) The Chief Vigilance Officers in other Ministries/Departments, 
the Member, Vigilance, in the Railways and the Chief Vigilance- 
Officers in the Public sector undertakings should have the power 
to scrutinise the correctness of the findings and conclusions arrived 
at in a departmental inquiry and the adequacy of punishment and 
initiate action for review if he considers that the punishment 
awarded is inadequate. Similarly, the Delhi Special Police Estab¬ 
lishment should also be authorised to move for review of findings 
and punishment in cases started on their report. In all these matters 
the advice of Hhe Central Vigilance Commission should be freely 
obtained. 

(Para. 9.23) 

76. Training Courses should be organised for the Vigilance 
Officers and the programme for training should include instructions 
in the various laws and rules, departmental procedures, methods of 
investigation, including collection of information and processing 
the same, procedure for departmental proceedings, etc. The sylla¬ 
bus should be devised by the Central Vigilance Commissioner in 
consultation with the Director of Central Bureau of Investigation. 
It should be open to the State Governments also to send their 
officers for training. 


(Para. 9.24> 
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77. It is desirable that the Special Police Establishment should 
be able to spare some officers for vigilance work and its strength 
should be reviewed for this purpose. 


Section 10: 


(Para. 9.25) 


78. The wing in the Special Police Establishment which deals in 
the malpractices and offences occurring in connection with the 
management of joint stock companies and infringement of import/ 
export regulations should be expanded and strengthened to take 
up cases of breaches of foreign exchange regulations and important 
cases of smuggling, evasion of customs duty, under-invoicing and 
over-invoicing. 

(Para. 10.8) 

79. In order to secure cooperation between the Special Police 
Establishment and the Ministries/Departments of the Central 
Government, separate directives had been issued by the Ministry 
of Home Affairs, Railway Board and the Army, Naval and Air 
Headquarters and Defence Production Organisation. These separate 
directives should be replaced by one single directive issued from 
the Ministry of Home Affairs for which purpose the Central Vigi¬ 
lance Commission should undertake a review of these directives. 

(Para. 10.9) 

80. It should be the duty of every Vigilance Officer and head of- 
department and undertaking to report to the Special Police Estab¬ 
lishment fior investigation of all oases in which allegations of 
bribery and corruptiqn are made against public servants. 

> (Para. 10.10) 

81. The present practice of obtaining prior concurrence for 
investigating cases against Railway Gazetted officers should be 
discontinued. 

(Para: 10 l .ll) 

82. All records and documents required by the Special ^/Police 
Establishment should be made available to them for inspection 
and scrutiny ordinarily within a fortnight and positively within a 
month from the date of the receipt of the request. 

(Para. 10.12) 

83. Superintendents of Police in charge of Special Police Estab¬ 
lishment Branches should also be authorised to write to the 
Accountant General concerned direct and to requisition the docu¬ 
ments in the possession of audit which are relevant to any inquiry 
or investigation made by the Special Police Establishment. 

(Para. 10.13) 
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84. In cases where the Special Police Establishment are investi¬ 
gating serious charges, request for transfer of such Government 
servants should be complied with quickly. 

(Para. 10.14) 

85. Government servants required for examination by the Special 
Police Establishment should become available for that purpose 
quickly. 

(Para. 10.15) 

86. Requests for statements regarding pay, allowances, etc., of 
Government servants against whom investigations of the allegation 
of possession of disproportionate assets are being made should be 
made available to the Special Police Establishment within a month 
of receipt of such request by the audit and for this purpose it would 
be desirable to designate a specified officer whom the Special Police 
Establishment could approach. 

(Para. 10.16) 

87. Officers of the Special Police Establishment should be allowed 
to go to foreign countries whenever inquiries of a complicated 
nature on important points are necessary, if this is certified by the 
Central Vigilance Commission. 

(Para. 10.17) 

88. There should be a Central Organisation to conduct examina¬ 
tions and inspections and to give technical opinion on all cases 
relating to constructions, works, digging, fillings, etc. irrespective 
of the Ministry or Department to which they may relate. This 
Central organisation should include other specialists and should be 
placed under the Central Vigilance Commission. 

(Para. 10.20) 

89. Proposals for strengthening the Government Examiner of 
Questioned Documents Establishment which are reported to be 
under consideration should be finalised quickly. 

(Para. 10.21) 

90. Research Centres and Laboratories which are under the 
control of State Governments should also deal with the request 
from the Special Police Establisment on a priority basis. 

(Para. 10.22) 

91. The Central Finger Print Bureau, Calcutta, should undertake 
comparison and opinion work in Special Police Establishment cases. 

(Para. 10.23) 
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92. Request for granting sanction to prosecute should be dealt 
■with expeditiously. 

(Para. 10.24) 

93. As a general rule, public servants found guilty of bribery, 
corruption or other criminal misconduct should be prosecuted in the 
first instance ifi the evidence is sufficient for that purpose. In other 
cases, departmental action should be taken in the first instance, 
and the question of prosecution would not generally arise. Differ¬ 
ence of. opinion as to whether prosecution in a court or departmental 
action should be taken in the first instance should be referred to 
the Central Vigilance Commission for advice. 

(Para. 10.25) 

94. In all States except one, Special Judges and Magistrates for 
trying Special Police Establishment cases are notified by a general 
order but in one State, the State Government have to pass orders 
allotting each case to a Special Judge or a Magistrate. The practice 
in this regard should be the same as is followed in all the other 
States. 

(Para. 10.26) 

95. If the Special Judge or Magistrate appointed uo try Special 
Police Establishment cases is also allotted other work such a Judge 
or Magistrate should accord priority to Special Police Establishment 
cases. 

96. All the State Governments should be persuaded to issue 
instructions that the Special Police Establishment cases should be 
conducted by the Government Advocate or the Senior Assistant 
Government Advocate in the High Courts. If this is not possible, 
the Special Police Establishment should be authorised to engage 
its own Counsel. 

(Para. 10.29) 

97. Departmental inquiries against all Gazetted officers should be 
conducted by Commissioners for Departmental Inquiries. Such 
inquiries against non-gazetted employees should also be conducted 
and completed expeditiously. 

(Paras. 10.30 & 10.31) 

98. In cases investigated by the Special Police Establishment the 
inquiry record should be made available to the Special Police Estab¬ 
lishment quickly so that they may be in a position to review the 
adequacy of the punishment if the Special Police Establishment 
recommend a review and, if there is a difference of opinion, the 
matter should be referred to the Central Vigilance Commission. 

(Para. 10.32) 
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99. Informants and witnesses should be afforded sufficient protec¬ 
tion and should be 6aved from harassment. 

(Para. 10.33) 

100. The Special Police Establishment should be strengthened and 
the proposed additional strength is given in Annexures XIV to 
XVI— 

(i) There should be two more posts of Deputy Inspectors- 
General of Police. 

(ii) Branches should be established for the States of Kerala 
and Jammu & Kashmir. 

(iii) There should be a Branch at Ranchi. 

(iv) There should be 5 wings of the Central Investigating 
Agency. 

(v) The Special Police Establishment Branches at Delhi,. 
Ambala, Bombay and Madras, should be strengthened to 
deal with anti-corruption work in the Union Territories. 

(vi) There should be a small Special Police Establishment 
Unit at Manipur with jurisdiction over Manipur and 
Tripura. This unit should work under the overall control 
of the Superintendent of Police, Special Police Establish¬ 
ment, Shillong. 

(vii) Another post of Deputy Legal Adviser should be created. 

(viii) The grade of Assistant Public Prosecutor should be- 
abolished and there should be only two grades, namely,. 
Senior Public Prosecutor and Public Prosecutor. 

(Paras. 10.35 to 10.43) 

101. Overseers, Sectional Officers of the Central Public Works 
Department, Railway Engineering Service and the Military Engi¬ 
neering Service may be taken on deputation in the Special Police 
Establishment in all the branches except the Central Investigating 
Agency Branch. An officer of the grade of Executive Engineer- 
should be taken on deputation at the head office of the Special Police 
Establishment. 

Inspectors from the Income-tax, Central Excise and Customs 
Department should also be taken on deputation. One post of Junior 
Technical Officer (Accounts) should be created in the Branches at 
Bombay, Calcutta and Madras. 


(Para. 10.49)- 
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102. A percentage of posts in the ministerial cadres of the head¬ 
quarters of the Central Bureau of Investigation shall be excluded 
from the Central Secretariat Service. 

(Paras. 10.50 and 10.51) 

103. The scale of special pay/allowances should be improved so- 
that the total emoluments are commensurate with the important and 
difficult duties which the Special Police Establishment officers have 
to perform, particularly, in respect of those officers who are taken 
on deputation. 

(Para. 10.52) 


104. Adequate housing facilities should be provided for the Special: 
Police Establishment officers and other staff. Tf Government houses, 
are not available buildings should be taken on rent by Government 
and given to its officera. 


(Para. 10.53) 


Section 11: 


105. There is a large consensus of opinion that a new tradition 
of integrity can be established only if the example is set by those 
who have the ultimate responsibility for the governance of India, 
namely, the Ministers of the Central and State Governments. In the 
interest of the future, of public life, the following steps should be¬ 
taken:— 


(i) A code of conduct for Ministers including the provisions, 
suggested for public servants relating to acquisition of 
property, acceptance of gifts and disclosure of assets and. 
liabilities should be drawn up. This code of conduct 
should be placed before Parliament and States legisla¬ 
tures. The Prime Minister and Chief Ministers should 
consider themselves responsibfe for enforcing the code of 
conduct. 


(ii) Specific allegation of corruption on the part of a Minister 
at the Centre or a State should be promptly investigated 
by an agency whose findings will command respect. If a 
formal allegation is made by any 10 members of Parlia¬ 
ment or a Legislature in writing addressed to the Prime 
Minister or Chief Minister, through the Spealc and" 
Chairmen, the Prime Minister or Chief Minister should' 
consider himself obliged, by convention, to refer ihe alle¬ 
gations for immediate investigation by a Committee as has 
been suggested hereinafter. 
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This would be in addition to the responsibilities of the Prime 
Minister and Chief Ministers of States to take note of allegations 
made in the Press or which otherwise come to their notice. In 
respect of such allegations also the Prime Minister and the Chief 
Ministers should be free to refer the matter to the Committee refer¬ 
red to above. In all other cases the Ministers against whom the 
allegations are made should, as a rule, institute legal proceedings 
by filing a complaint for criminal defamation and the Ministers con¬ 
cerned should be given legitimate assistance by the Government of 
which they are Ministers. 

In cases where the Ministers are unwilling, the Prime Minister or 
the Chief Ministers of States, as the case may be, should consider 
themselves, obliged by convention, unless there is irrefutable proof 
of integrity of the Minister concerned, to advise the President or the 
Governor, as the case may be, to withdraw his pleasure, which would 
mean the Minister will have to go out of office, unless he himself 
resigns. 

(Para 11.2) 

106. The Central Vigilance Commission should not deal with com¬ 
plaints against the Ministers nor would it be desirable to establish 
any permanent tribunal. Hie proper course would be for the Presi¬ 
dent to constitute, on the advice of the Prime Minister, a “National 
Panel”. Whenever allegations against a Minister require to be 
inquired into an ad hoc committee should be selected out of this 
national panel by the President. The Committee may consist of 
three persons one of whom at least should have held or should be 
holding a high judicial office. It should be the duty of the Com¬ 
mittee to ascertain whether there is a prima facie case. The Com¬ 
mittee should have the power to direct the Central Bureau of 
Investigation, in suitable cases, to investigate and report. If the 
Committee wishes to make any inquiries otherwise than through the 
Central Bureau of Investigation, it should be given all the necessary 
facilities and assistance including free access to all documents, files, 
etc., without being hampered by any claim of privilege. On the 
completion of the inquiries either through the Central Bureau of 
Investigation or otherwise the Committee should consider the avail¬ 
able material and advise as to further action, if any, that may be 
necessary. It may advise that a regular case be registered for inves¬ 
tigation with a view to prosecute the Minister concerned or a com¬ 
mission of inquiry under the Commissions of Inquiry Act, 1952 be 
appointed. If the Committee makes such a recommendation the 
Minister should resign as a matter of convention and should remain 
out of office till the completion of the proceedings. If the Minister 
is found guilty of the allegation or is found to have been corrupt, 
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he should be dismissed and should also become ineligible for becom¬ 
ing a Minister or for holding any elective office. The necessary 
legal instruments for giving effect to this provision should be brought 
into existence. Until such time as the necessary legislation is made, 
there should be a convention which would give effect to this provi¬ 
sion. As publicity would be an effective instrument there should 
be a convention that the findings of the Committee would be placed 
before Parliament or State Legislatures. Suitable legal provisions 
should be made to afford protection from proceedings for defamation 
in regard to the proceedings and the findings of the Committee. 

(Para. 1L3> 

107. The integrity of Members of Parliament and of the Legis¬ 
latures in the States will be a great factor in creating a favourable 
social climate against corruption. It has been talked about that 
some Members use their good offices to obtain permits, licences 
and easier access to Ministers and Officials for industrialists and 
businessmen. In the case of Legislators who are in the employment 
of private undertakings for legitirriate work, it is desirable that such 
legislators should declare the fact of such employment so that it 
may be open and known. Such legislators should not approach 
Ministers or Officials in connection with the work of the employers 
and also should not participate in the discussion or voting on 
demands or proposals in which the undertakings or firms are interest¬ 
ed. Other legislators, who are not such bona fide employees, should 
on no account undertake, for any valuable consideration or other 
personal advantage, to promote the interests of or obtain favours 
for any private party either in the legislature or with Government. 
It is desirable that a code of conduct for legislators embodying these 
and the other principles should be framed by a Special Committee 
of the Parliament and Legislatures nominated by the Speakers and 
Chairmen. The Code should be formally approved by resolutions of 
Parliament and the respective Legislatures and any infringement of 
the code should be treated as a breach of privilege to be inquired 
into by the Committee of Privileges. If a breach is established, 
action, including termination of membership, may be taken. Neces¬ 
sary sanctions for enforcing the code of conduct should also be 
brought into existence. 

(Para. 11,4> 

108. The conduct of political parties should be regulated by strict 
principles in relation to collection of funds of electioneering. A total 
ban on all donations by incorporated bodies to political parties and 
for political purposes will clear the atmosphere. All political parties 
should keep a proper account of their receipts and expenditure and 
should publish annual audited statement of such accounts giving: 
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"details of all individual receipts. Failure to do this should debar a 
political party from recognition by the Election Commission, the 
Postal authorities and Banks. Those who receive donations for poli¬ 
tical purposes should have to account for them in their own audit 
account and include them in their total income for purposes of in- 
-come-tax. 

(Paras. 11.5, 11.6) 

109. Central and State Governments should make it a point to 
scrutinise carefully all complaints and allegations appearing in res¬ 
ponsible newspapers and investigate them thoroughly. Editors and 
reporters should be encouraged under a pledge of secrecy to com¬ 
municate to the Chief Vigilance Officers or the Central Vigilance 
Commission about suspected corrupt practices and all such reports 
should be promptly inquired into. The Press should be informed of 
the result. 

(Para. 11.7) 

110. Drastic action should be taken against irresponsible news¬ 
papers which make reckless allegations. It should be the invariable 
practice to prosecute such newspapers unless they can establish the 
truth of their allegations. It should not be left to individual officers 
•or Ministers to take such action and, for this purpose, the existing law 
■and procedure must be reviewed. 

(Para. 11.8) 

111. Voluntary public Organisations willing to assist Government 
in combating corruption should be invited to cooperate with the 
Government in the fight against corruption. The reports from 
organisations should be protected and treated as confidential unless 
the organisations concerned agree to their publication. 

(Para. 11.9) 

112. The responsible heads of the Panchayat Raj Institutions, 
namely, the Sarpanches, the Chairman and Presidents of the Pan- 
chayat Samities and the Zila Parishads should consider it as part of 
their duties to report to Government all cases in which corrupt 
practices are suspected. The enthusiasm of these persons can be 
maintained only if their reports are given prompt and serious consi¬ 
deration, and they are informed of the results of investigations based 
on such reports. 

• (Para. 11.10) 

113. It is desirable to create a situation in which those officials who 
bave been found guilty of corruption feel not only that they have lost 
their jobs but also feel socially degraded. 


(Para. 11.11) 
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114. A similar mobilisation of public opinion against persons who 
■corrupt the officials or evade taxes, or indulge in other anti-social 
practices is necessary, Ministers and high officials should take par¬ 
ticular care to avoid any situation which is likely to create the im¬ 
pression that such persons enjoy their confidence, support or pat¬ 
ronage. 

(Para. 11.12) 

115. It should be one of the important functions of the Central 
Vigilance Commission Co explore all possible methods of mobilising 
public opinion against corruption in public life and public services. 
It should become the fearless champion of integrity and fair-dealing. 

(Para. 11.13) 


Section 12: 

116. Our general recommendations relating to conduct rules, dis¬ 
ciplinary rules, preventive measures and procedural matters relat¬ 
ing to contracts, purchases* etc., will apply to the Ministry of De¬ 
fence and its establishments except in so far as other provisions 
have been made in the Army, Navy and Air Force Acts. 

(Para. 12.1) 

117. The Chief Justice of India in consultation with the Chief 
Justices of the High Courts should arrange for a thorough inquiry 
into the incidence of corruption among the judiciary, and evolve, in 
consultation with the Central and State Governments, proper mea¬ 
sures to prevent and eliminate it. Perhaps the setting up of vigilance 
organisations under the direct control of the Chief Justice of every 
High Court coordinated by a Central Vigilance Officer under the 
Chief Justice of India may prove to be an appropriate method. 

(Para. 12.2) 

118. The University Grants Commission and the Inter-University 
Board should take immediate steps to institute an inquiry into the 
malpractices that may be prevailing in the universities and evolve 
measures to fight them. 

(Para. 12.3) 

119. ” An important condition of assistance given to non-official 
organisations should be that these bodies are free from any corrupt 
practices and measures, including audit, should be devised to enforce 
this condition. 


(Para. 12.4) 



ANNEXURE I 


D.O. No. 1/19/62-CPC 


Chairman, 

Committee on Prevention of Corruption. 

New Delhi, November 17, 1962. 

My dear Shastriji, 

The Committee on Prevention of Corruption met this morning in 
Room No. 102 at 10.30 a. m. in the Ministry of Home Affairs and con¬ 
sidered the special measures needed for the emergency. It came to- 
the conclusion that two sub-clauses should be added to clause 3(2> 
of the Defence of India Bill, 1962. I am enclosing a copy of the draft 
clauses. The Committee considered it of great importance that these 
clauses should be put in to strengthen the hands of Government to- 
fight out all the new forms of corruption that are likely to creep in. 
during the massive war effort. It is needless to say that if you are 
so advised by the Law Ministry, there is no objection to any verbal 
or drafting changes. 

2. The Committee also considered it necessary to strengthen the- 
Special Police Establishment and I am enclosing herewith the re¬ 
commendations of the Committee in that connection. I hope it will 
be cansidered by you as a matter of urgency and speedy action will 
be taken. 

3. I may inform you that both these recommendations were adopt¬ 
ed unanimously by the Committee. 


Yours sincerely, 
Sd: K. Santhanam. 


Shri Lai Bahadur Shastri, 
Home Minister, 
Government of India, 
New Delhi 
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AMENDMENTS TO DEFENCE' OF INDIA BILL, 1962 

In sub-clause (2) of clause ,3 after item 35 the following two items 
be inserted: — 

“35(a) Prevention of any corrupt practice or abuse of authority 
or other mala fide action in relation to production, storage, 
purchase, sale, supply or transport of goods for the military 
Or civil purposes of the Government. 

35(b) Prevention of cornering, black-marketing, adulteration or 
other unfair practices and manipulations in relation to 
goods procured by or supplied to the Government or noti¬ 
fied as eSsOhtial to the life of the community.” 

RECOMMENDATION REGARDING THE SPECIAL POLICE 

Establishment 

The Committee considered the situation created by the emergency 
Mhd the additional responsibilities likely to fall on the Delhi Special 
Felice Establishment, particular attention will have to be devoted 
to:— 

(1) Illegal activities and malpractices in various parts of the 
country in respect of: — 

(a) purchase and supplies in connection with the war effort, 

(b) construction or 'other works for defence purposes; 

(р) Public Undertakings engaged in producing material or 

equipment for the Defence Services. 

(2) Speculative and unwholesome activities relating to private 
Joint Stock Companies: 

(3) Manipulations and malpractices relating to imports, exports 
and foreign exchange. 

(4) Prevention of bribery, corruption, negligence, loss and 
wastage connected with the National Defence activity 
such as the: — 

(a) acceptance of supplies and services below standard or a 
lower quality; 

(b) overpayments in short supplies: 

(с) fixation and acceptance of rates or prices, higher than 

those prevalent or appropriate; 

'(d) purchase of superfluous articles or larger quantities than 
required. 
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(e) delay in execution of works or payment of dues with 
corrupt motives; 

(f) favouritism and nepotism in placing orders or engaging 
services. 

To cope up with these additional responsibilities the Committee 
inanimously recommends that the following measures be taken: — 

(1) That a separate Enforcement Branch be organised to deal 
with offences committed not only by public servants but 
also by others engaged in production, supply and other 
services connected with war effort. 

(2) That Special Units be organised to deal with particular 
types of offences likely to occur frequently in addition to 
Regional Unitis. 

(3) That an Intelligence Wing be added to the Special Police 
Establishment for the collection of information in secret. 

(4) That the States be advised to establish special organisations 

to deal with offences of the type mentioned, in (1) above. 

(5) That arrangements be made for coordinating the work 
of the Delhi Special Police Establishment with such special 
wings in the States. 

(6) That the States be requested to supply all statistics that 
may be needed by the Special Police Establishment perio¬ 
dically so that a comprehensive review of the position in 
addition to these offences may be made available to the 
Government of India. 



K. Santhanam, M.P. 
D.O. No. 1/6/62-CPC. 


ANNEXUBE H 


New Delhi-11, dated the 20th October 1982. 

My dear Shastriji. 

I am herewith enclosing a report containing tlye views of the 
Committee regarding the draft amendment to Article 311 of the Cons¬ 
titution. 

2i I am also enclosing a short note containing the views of one of 
the Members who feels that a more radical approach to the consti¬ 
tutional protection to Government servants is necessary. 

With kind regards. 

Yours sincerely, 
Sd: K. Santhanam. 

Shri Lai Bahadur Shastri, 

Home Minister, 

Government of India, 

New Delhi. 



Ministry of Home Affairs 
(Committee on Prevention of Corruptibn) 


The Committee examined the draft amendment to Article 311 of 
the Coristitutinn- 

2. It is unanimously of the opinion that the present Article 311 
needs to be amended. 

3. It also approves of the substitution of the words “except after 
an inquiry in which he has been informed of the charges against 
him and given a reasonable opportunity of being heard in respeOt 
of those charges" in the place of the present words “until He has 
been given a reasonable opportunity of showing cause against the 
action proposed to be taken in regard to him”. 

4. The-Committee has no objection to the omission of the words 
“or reduced in rank” in sub-clause (2) of Article 311 of the Constitu¬ 
tion. 

5. The Committee, however, feels that the proposed amendments 
are not adequate. It is of opinion that in order to ensure speedy 
action, Parliament should be vested with pwtoer to Regulate all 
matters relating to inquiry against a member of. a Civil Service 
including the jurisdiction of courts in relation to such inquiry. 

6. Regarding clause (3) of the proviso to sub-clause (2), the Com¬ 
mittee is of the opinion that after the words “in the interest of the 
security” the words “or integrity” should be added. If these sug¬ 
gestions are accepted, clauses (2) and (3) of Article 311 will read 
as follows:— 

Clause (2): 

“No such person as aforesaid shall be dismissed or removed 
except after an inquiry in which he has been informed 
of the charges against him and given a reasonable oppor¬ 
tunity of. being heard in respect of those charges; 

Provided that: 

This clause shall not apply— 

(a) Where a person is dismissed or removed on the ground 
of conduct which has led to his conviction on a criminal 
charge; 
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(b) Where art authority empowered to dismiss or remove a 
person is satisfied that for some reason to be recorded by' 
that authority in writing it is not reasonably Wacticalble 
to hold such inquiry; 

(c) Where the President, qrthe Governor, as the case paajiiben 
is satisfied that in the interest of the security or integrity 
of the State it is. not expedient, to" hold-such iflq'tfiryi 

Clause (3): 

If, in respect of any such person as aforesaid a question arises 
whether it is reasonably .practicable to hold such 'an 
inquiry as .is referred to in clause (2), the decision 4hmotf 
of the authority empowered to dismiss or remove start* 
person shall be final; 

Clause (4): 

Notwithstanding anything contained in parts III, V and, VI of 
the Constitution,' Parliament may, .by law, regulate all 
matters relating to such inquiry as p referred in Clause 
(2) and action taken thereafter, including the jurisdiction 
of courts in respect of proceedings rating to such matters. 


A NOTE BY ONE OF OUR MEMBERS REGARDING THE 
PROPOSED AMENDMENT OF ARTICLE 311 OF * THE 
CONSTITUTION 

One of our Members felt that the proposed amendment is 
a piece-meal nature and therefore fails to deal with the question 
of services under the present Law and Cqnstijtution in,.a .compre¬ 
hensive way and therefore it is pecesaary tp suitably amend it to 
m«??t the requirements of the situation. The constitutional protec¬ 
tion provided by Article 311 does not obtain in .Britain as well as 
in U.S.A. Even under the British Rule, till 1919, there was no 
statutory provision of this nature. For the fir^t time,,the British 
Government introduced it by the lSjl-9 Act and it was further elabo¬ 
rated by the 1935 Act, on the basis of which the present: Article is 
incorporated in the Constitution. In the opinion of the Member, the 
constitutional right conferred by the Article should be takdn a>yay 
altogether; but at the same time, some kther suitable'machinery, 
quite independent of the executive, should be set up to-give ade¬ 
quate protection to the services. 

The time has come to enact a comprehensive code of service for 
civil servants, on the lines of the labour code and Administrative 
Tribunals, quite independent of the executive, should be entrusted 
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to deal with all serious breaches of rules of conduct. At present,, 
with the ever growing number of cases of breaches, administration 
is burdened with their disposal and quite often, it is not competent 
to deal with them in an impartial manner. While amending the 
Constitution, as it is proposed, simultaneous steps should be taken 
to infuse confidence in the services that they would get a fair deal. 

So far as the present Article is concerned, the Member suggests 
that it should be Substituted by altogether a new Article on the 
following lines: 

(1) A person who is a member of a Civil Service of the Union or 
an All India Service or a Civil Service of a State or holds a civil 
post under the Union or State may be dismissed or removed (or 
compulsorily retired) by the appointing authority or any other 
authority declared as the competent authority for this purpose, on 
the ground 1 — 

(a) of misbehaviour or incapacity or of having acted in con¬ 
travention of the rules of conduct prescribed as applicable 
to such persons; 

(b) of conduct that led to his conviction on a criminal charge; 

(c) that his retention in service is not conducive to the 
interest or security of the State. 

(2) Parliament may by law prescribe for the rules of conduct 
applicable to such persons and the procedure for the investigation 
and proof of all or any of the grounds mentioned in clause 1 of this 

article. 

Provided that it shall be competent for the President to make 
rules in this behalf in the case of All India Services and 
services and posts in connection with the affairs of the 
Union and for the Governor of a State to make rules in 
this behalf in the case of services and posts in connection 
with the affairs of the State; until provision is made by 
or under an Act of Parliament and any rules so made shall 
have effect subject to the provisions of any such Act. 

(3) No law or rules as is referred to in clause (2) of this article 
shall be deemed to be void on the ground that it is inconsistent with 
or takes away or abridges any of the rights conferred by Part III 
or Part XIV of this Constitution and shall not be called in question 
in any manner in any Court. 



ANNEXURE III 


K. Santhanam, M.P. 

Chairman. 

D.O. No. 1/7/63-CPC 
Ministry of Home Affairs 
(Committee on Prevention of Corruption), ( 
New Delhi-11, dated the 9th May, W6&' 


My dear Shastriji, 

I have the honour to enclose herewith the revised draft of the 
Central Government Servants Conduct Rules and the report exjiiam- 
ing the changes made by the Committee. 

2. It may be seen from the report that the recommendations hav< 
been made after prolonged consideration. It will also be notice* 
that in respect of many of the rules only minor changes have beei 
made which shows that the Committee have fully appreciated thi 
fact that the rules have been generally evolved after mature though 
and experience. At the same time the Committee felt that 9on»e 
changes were necessary to bring the rules uptodate. 

With kind regards. 

Yours sincerely, 

Sd: K. Santhanam 

Shri Lai Bahadur Shastri, 

Home Minister, 

Government of India, 

New Delhi. 
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REPORT ON THE GOVERNMENT SERVANTS’ CONDUCT RULES 


The Committee on Prevention of Corruption examined in detail 
at its meetings held on the 20th and 21st October, and 3rd, 4th and 
5th December, 1962, the provisions of the Government Servants 
(Conduct) Rules applicable to members of All India (Services, mem¬ 
bers of the Central Services and members of the Railway Services. 
The Committee examined only those rules which have a direct or 
indirect bearing on integrity in the public services. It did not apply 
its mind to rules 4-A, 4-B, 5, 6, 7 and 8. The Committee formulated 
certain provisional proposals regarding the amendments which 
appeared necessary or desirable. The Chairman of the Committee 
was authorised to circulate the provisional proposals to all Secre¬ 
taries of the Government of India with a view to obtaining their 
views and comments and accordingly the provisional proposals of 
tne Committee were forwarded to all Secretaries of Government on 
13th December. 1962. Replies were received from all except the 
Ministries of. Education, Law and the Department of Defence Pro¬ 
duction. 

2. The Committee after carefully considering the views and com¬ 
ments of the different Ministries/Departments, finalised its recom 
mendations at the meetings held on 20th, 21st and 22nd March, 1963. 
The revised version of the Conduct Rules incorporating the amend¬ 
ments recommended by the Committee is attached hereto. 

3. The Committee recommends that there should be only one set 
of Conduct Rules applicable to all Government servants employed 
in connection with the affairs of the Union and to members of the 
All India Services. The Ministry of Railways had pointed out that 
it may be necessary to make some minor modifications to suit the 
conditions obtaining in the Railways and desired to have this free¬ 
dom. The Committee considers that the Conduct Rules, especially 
those relating to integrity should apply without exception to all 
categories of Government servants employed in connection with the 
affairs of the Union. The Committee recommends that if any modi¬ 
fications are to be made, it should be done only with the concur¬ 
rence of. the Ministry of Home Affairs. 

Rule 2(c) 


4. The Committee has made minor changes in the definition of 
the term “members of the family’’ occurring in Rule 2(c) of the 
present Conduct Rules. The revised definition does not make any 
material change and is simpler and clearer. 



Rule 3: 


5. The Committee recommends the replacement of the present 

Rule 3 by the following:— 

(1) Every Government servant shall at all times maffttatn 
absolute integrity and devotion to duty and shall d° 
nothing which is unbecoming of a Government servant. 

(2) (i) Every Government servant holding a supervisory-post 
shall take ail possible steps to ensure integrity and' devo¬ 
tion to duty of all Government servants for-the time'being 
under his control and authority; 

(ii) No 1 Government servant shall in the performance df hfs 
official duties or in the exercise of powers conferred on 
him, aet otherwise than in his best-judgment except when 
he is acting under the direction of his official superior. 
He should obtain such direction in writing wherever 
practicable and where it is not practicable he should 
obtain written confirmation as soon thereafter ds possible; 

The Committee is ofl the opinion that it is-not-enough for Govern¬ 
ment servants holding supervisory po^ts to be content with their 
own personal integrity. They have got a duty to keep-a watchfdl 
eye on the integrity of the staff working under them. The £oi^- 
mittee also considers that it is essential for every Government' 
servant to take full responsibility for his actions and orders qjfcept 
where he acts under the directions of his official syperkff. The, 
revised rule emphasises these points. 

Rule 3-A 

6. The revised rule 3-A is self-explanatory, and lays down clearly 
the conduct expected of every Government servant in cases of con¬ 
flict between public duty and private interest and brings out some 
of>the points that-wore implied but left unsaid in the old rule. 

Rule 9 

7, For-the existing rule 9, the following has been substituted:— 
“No Government servant shall ask for or accept contributions 

to or otherwise associate himself with the raising of any 
funds or collections in pursuance of any object wbatioever 
provided that the Government or such authority aa-may. 
be empowered by it in this behalf: may give, .peraijanon 
for, such collection or -association for a specific .pu rp eaei* 

The' Committee would have very much liked to completely prohibit 
Government servants from participating in collection of subscrip¬ 
tions, contributions etc. but in the present circumstances such a 
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total prohibition may not be possible. The Committee recommends 
that permission may be granted sparingly, and only for deserving 
purposes. 

Rule 10 

8. The Committee devoted considerable attention to question of 
receipt of gifts by Government servants. The revised rule is intend¬ 
ed not only to make the position clearer and more precise but also 
to liberalise the existing rules so as to prevent too much interference 
in private life. The Committee considers that the definition of gifts 
should include free transport, lodging and other services or any 
other pecuniary advantage when provided by any person other 
than a near relative or personal friend having no official dealings 
with the Government servant. At the same time, it should not be 
necessary for Government servants who accept occasional lifts or 
meals or casual hospitality to obtain the permission of, or make a 
report to the Government on each occasion. A suitable exception 
has, therefore, been made. 

The Committee has suitably modified the financial limits now 
prescribed regarding gifts made on certain special occasions in view 
of the changed conditions. 

Rule 11 

9. The revised rule 11 is self-explanatory and merely brings out 
more clearly the object of the existing rule. 

Rule 12 

10. The same is true of the proposed amendment of rule 12 which 
does not make any substantial change. 

11. The Committee gave careful thought to a suggestion that 
there should be no restriction on a Government servant taking part 
in the registration, promotion etc. of a Co-operative Society. The 
Committee considers that if a Government servant is allowed to 
take part in the registration and promotion of. a co-operative society 
set up for commercial purposes, it may provide scope for corruption 
or misuse of official influence. The Committee, therefore, decided 
to recommend that a Government servant should obtain previous 
sanction ofl the Government if he desires to take part in the regis¬ 
tration, promotion or management of any bank or other company 
registered under the Indian Companies Act or any co-operative 
society for commercial purposes. The Government will thus have 
an opportunity to judge whether the Government servant should be 
permitted to take part in such activities. 
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12. The Committee also considered a suggestion that a Govern¬ 
ment servant may be permitted to undertake part-time work con¬ 
nected with teaching in educational, scientific or technical institu¬ 
tions. Sub-rule (1) of Rule 12 provides that the Government servant 
should obtain previous sanction of the Government if he desires to 
engage himself directly or indirectly in any trade or business or 
undertakes any employment. The proviso to the sub-rule makes 
an exception in favour of honorary work of a social or educational 
or charitable nature or occasional work of a literary, artistic or 
scientific character. The provision is salutary and the Committee 
considers that it should not be diluted further. 

Rule 13 

13. The proposed changes in rule 13 are intended to tighten up 
the provisions regarding speculation in stocks and shares and other 
investments and lending and borrowing by Government servants. 

Rule 14 

14. The revised rule 14 is self-explanatory and except tor the note 
and the requirement of a report regarding legal proceedings ini¬ 
tiated against a Government servant for recovery of any debt due 
by him, reproduces the existing rule. 

Rule 15 

15. The Committee attaches great importance to the changes 
recommended in the existing rule 15 relating to the acquisition and 
disposal of property by Government servants. On the one hand, 
these reports serve as a check against corruption and on the other, 
it may be irritating to honest Government servants to be subject to 
restrictions not imposed on other citizens. It is also necessary to 
ensure that the reports are such as to serve the purpose for which 
they are obtained. Further, no reports need be obtained from those 
Government servants who have no opportunity to enrich them¬ 
selves by unlawful means. 

16. The most important change made by the Committee in this 
rule is the replacement of the annual immovable property return 
by a complete periodical statement of assets and liabilities. In the 
circumstances now obtaining in the country, the immovable pro¬ 
perty return has ceased to have much significance. The Committee 
considers that in order to enable Government to ascertain whether 
any Government servant is in possession of assets disproportionate 
to his known sources of income or whether he is running into debt, 
it is necessary that the Government servant should furnish a com¬ 
plete statement of his assets and liabilities periodically. 
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84. In cases where the Special Police Establishment are investi¬ 
gating serious charges, request for transfer of such Government 
servants should be complied with quickly. 

(Para. 10.14) 

85. Government servants required for examination by the Special 
Police Establishment should become available for that purpose 
quickly. 

(Para. 10.15) 

86. Requests for statements regarding pay, allowances, etc., of 
Government servants against whom investigations of the allegation 
of possession of disproportionate assets are being made should be 
made available to the Special Police Establishment within a month 
of receipt of such request by the audit and for this purpose it would 
be desirable to designate a specified officer whom the Special Police 
Establishment could approach. 

(Para. 10.16) 

87. Officers of the Special Police Establishment should be allowed 
to go to foreign countries whenever inquiries of a complicated 
nature on important points are necessary, if this is certified by the 
Central Vigilance Commission. 

(Para. 10.17) 

88. There should be a Central Organisation to conduct examina¬ 
tions and inspections and to give technical opinion on all cases 
relating to constructions, works, digging, fillings, etc. irrespective 
of the Ministry or Department to which they may relate. This 
Central organisation should include other specialists and should be 
placed under the Central Vigilance Commission. 

(Para. 10.20) 

89. Proposals for strengthening the Government Examiner of 
Questioned Documents Establishment which are reported to be 
under consideration should be finalised quickly. 

(Para. 10.21) 

90. Research Centres and Laboratories which are under the 
control of State Governments should also deal with the request 
from the Special Police Establisment on a priority basis. 

(Para. 10.22) 

91. The Central Finger Print Bureau, Calcutta, should undertake 
comparison and opinion work in Special Police Establishment cases. 

(Para. 10.23) 



185 


Rule 16. 

21. The proposed rule 16 does not make any substantial change 
in the existing rule except to require a Government servant to 
submit a full report to the prescribed authority, in regard to the 
litigation started by him in his private capacity. Any kind of litiga¬ 
tion in which a Government servant is engaged may have a bearing 
on his official duties and position and therefore his superiors should 
be kept informed even though they may not interfere. 

Rule 18-A. 

22. Rule 18-A was introduced in December, 1962 in the All India 
Services (Conduct) Rules and in January, 1963, in the Central Civil 
Services (Conduct) Rules. The Committee has redrafted the rule so 
as'to bring out the important points more specifically. 

23. As has been stated, these rules have been finalised after a 
careful- consideration of the comments and suggestions of the Minis¬ 
tries/Departments on the original draft and the Committee recom¬ 
mends that these may be adopted as early as possible. 
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UNION GOVERNMENT SERVANTS’ (CONDUCT) R ULES 

1. Short title and application: 

(1) These rules may be called the Union Government Servants 
(Conduct) Rules. 

(2) Except as otherwise provided by or under these rules, these 
rules shall apply to all persons appointed to services and posts in 
connection with the affairs of the Union. 

2. Definitions: 

In these rules, unless the context otherwise requires: — 

(a) “the Government” means the Central Government. 

Explanation. —A Government servant whose services are placed 
at the disposal of a company, corporation, organisation or a local 
authority by the Government shall, for the purposes of these rules, 
be deemed to be a Government servant serving under the Govern¬ 
ment, notwithstanding that his salary is drawn from sources other 
than from the Consolidated Fund of the Union; 

(b) “Government servant” means any person appointed to any 

Service or post in connection with the affairs of the 
Union; 

(c) “members of the family” in relation to a Government 

servant includes: 

(i) the wife or husband of such Government servant, as the 

case may be, whether residing with the Government 
servant or not but does not include a wife or husband 
legally separated from the Government servant; 

(ii) son or daughter or step-son or step-daughter of such Gov¬ 

ernment servant for whose maintenance the Govern¬ 
ment servant is responsible; and 

(iii) any other person related, whether by blood or marriage 

to the Government servant or to such Government 
servant’s wife or husband, and wholly dependent on 
such Government servant. 

3. General: 

(1) Every Government servant shall at all times maintain absolute 
integrity, devotion to duty and shall do nothing which is unbecomr 
ing of a Government servant. 

(2) (i) Every Government servant holding a supervisory post shall 
take all possible steps to ensure integrity and devotion to duty of all 
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Government servants for the time being under his control and 
authority; 

(ii) No Government servant shall in the performance of his 
official duties or in the exercise of powers conferred on him, act 
otherwise than in his best judgment except when he is acting uncjer 
the direction of his official superior. He should obtain such dire^tjqn 
in writing wherever practicable and where it is not practicable he 
should obtain written confirmation as soon thereafter as possible. 

3(A) Employment of near relatives of Government servants in 
private firms enjoying Government patronage: 

(1) No Government servant shall use his position or influence 
directly or indirectly to secure employment for any member of his 
^mily with any private firm. 

(2) Every Government servant shall, as soon as he becomes aware 
of the fact of acceptance by a member of his family of employment 
With 5 any private firm, report to the prescribed authority the fact of 
such acceptance and the fact whether he has or has had any official 
dealings with that firm. 

(3) (i) No Government servant shall in the discharge of his official 
duties deal with any matter or award any contract relating to a firm 
or any other person if any member of his family is employed in that 
firm or under that person! or if he or any member of his family is 
interested in any such matter in any other manner. 

(ii) In all such cases the Government servant shall refer the case 
to his official superior and the case shall thereafter be disposed of 
according to tl >e instructions of the authority to whom the reference 
is made. 

4. Taking part in politics and elections: 

(1) No Go^rynent servant shall be a member of, or be otherwise 
associated with, any political party, or any organisation which takes 
part in' politics nor shall he take part in, subscribe in aid of, or assist 
in any other manner, any political movement or activity. 

(2) It shall be the duty r of every Government servant to endeavour 
to prevent any member of 1 the family from taking part in, subscrib¬ 
ing in aid of or assisting in any other manner any movement or acti¬ 
vity which is, or tends directly or indirectly to be, subversive of the 
Government as by law established and where a Government servant 
is unable to prevent a membtfr of his family from taking part in, or 
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subscribing in aid of, or assisting in any other manner, any such 
movement or activity, he shall make a report to that effect to the 
Government. 

(3) If any question arises whether any movement or activity falls 
within the scope of this rule, the decision of the Government thereon 
shall be Anal. 

(4) No Government servant shall canvass or otherwise interfere 
or use his influence in connection with, or take part in, an election 
to any legislature or local authority; 

Provided that: 

(i) a Government servant qualified to vote at such election 

may exercise his right to vote, but where he does so, he 
shall give no indication of the manner in which he pro¬ 
poses to vote or has voted; 

(ii) a Government servant shall not be deemed to have con¬ 

travened the provisions of this rule by reason only that 
he assists in the conduct of an election in the due per¬ 
formance of a duty imposed on him by or under any law 
for the time being in force. 

Explanation—The display by a Government servant on his 
person, vehicle or residence of any electoral symbol shall 
amount to using his influence in connection with an 
election within the meaning of this sub-rule. 

4(A) Demonstrations and Strikes: 

No Government servant shall participate in any demonstration or 
resort to any form of strike in connection with any matter pertaining 
to his conditions of service. 

4(B) Joining of Associations by Government servants: 

No Government servant shall join or continue to be a member of 
any Service Association of Government servants— 

(a) which has not, within a period of six months from its for¬ 

mation, obtained the recognition df the Government 
under the rules prescribed in that behalf 

or 

(b) recognition in respect of which has been refused or with¬ 

drawn by the Government under the said rules. 
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5. Connection with press or radio: 

(1) No Government servant shall, except with the previous sanc¬ 
tion of the Government, own wholly or in part, or conduct, or parti¬ 
cipate in the editing or managing of, any newspaper or other perio¬ 
dical publication. 

(2) No Government servant shall, except with the previous sanc¬ 
tion of the Government or any other authority empowered by it in 
this behalf, or in the bona fide discharge of his duties, participate in 
a radio broadcast or contribute any article or write any letter either 
anonymously or in his own name or in the name of any other person 
to any newspaper or periodical: 

Provided that no such sanction shall be required if such broad¬ 
cast or such contribution is of a purely literary, artistic 
or scientific character. 

6. Criticism of Government: 

No Government servant shall, in any radio broadcast or in any 
document published anonymously or in his own name or in the name 
of any other person or in any communication to the press or in any 
public utterance, make any statement of fact or opinion— 

(i) which has the effect of an adverse criticism of any current 

or recent policy or action of the Central Government or 
a State Government: 

Provided that in the case of any Government servant nothing 
ccntained in this clause shall apply to bona fide expres¬ 
sion of views by him as an office-bearer of a trade union 
of such Government servants for the purpose of safe¬ 
guarding the service conditions of such Government 
servants or for securing an improvement therein; or 

(ii) which is capable of embarrassing the relations between the 

Central Government and the Government of any State; 
or 

(iii) which is capable of embarrassing the relations between 

the Central Government and the Government of any 
foreign State: 

Provided that nothing in this rule shall apply to any state¬ 
ments made or views expressed by a Government ser¬ 
vant in his official capacity or in the due performance of 
the duties assigned to him- 
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7. Evidence before Committee or any other authority: 

(1) Save as provided in sub-rule (3), no Government servant shall 
except with the previous sanction of the Government, give evidence 
in connection with any inquiry conducted by any person, committee 
or authority. 

(2) Where any sanction has been accorded under sub-rule (1), no 
Government servant giving such evidence shall criticise the policy or 
any action of the Central Government or of a State Government. 

(3) Nothing in this rule shall apply to— 

(a) evidence given at an inquiry before an authority appointed 

by the Government, by Parliament or by a State Legis¬ 
lature; or 

(b) evidence given in any judicial inquiry; or 

(c) evidence given at any departmental inquiry ordered by 

authorities subordinate to the Government. 

8. Unauthorized communication of information: 

No Government servant shall, except in accordance with any 
general or special order of the Government or in the performance in 
good faith of the duties assigned to him, communicate, directly or 
indirectly, any official document or information to any Government 
servant or any other person to whom he is not authorised to com¬ 
municate such- document or information. 

9. Subscriptions: 

No Government servant shall ask for or accept contributions to or 
otherwise associate himself with the raising of any funds or collec¬ 
tions in pursuance of any object whatsoever provided that the Gov¬ 
ernment or such authority as may be empowered by it in this behalf 
may give permission for such collection or association for a specific 
purpose. 

10. Gifts: 

(1) Save as provided in these rules, no Government servant shall 
accept or permit his wife or any other member of his family or any 
other person on his behalf to accept any gift. 

Explanation. —Gifts include free transport, boarding, lodging and 
other service or any other pecuniary advantage when provided by 
any person other than near relative or personal friend having no 
official dealings with the Government servant. 

Note.— A casual meal, lift or other social hospitality shall not 
be deemed to be a gift. 
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(2) On occasions such as weddings, anniversaries, funerals and 
religious functions, when making of gifts is in conformity with the 
prevailing religious or social customs, gifts may be accepted from 
near relatives provided that a report shall be made to the Govern¬ 
ment if the value of the gift exceeds— 

(i) Rs. 500/- in the case of a Government servant holding any 

class I or II post; 

(ii) Rs. 250/- in the case of a Government servant holding any 

class III post; and 

(iii) Rs. 100/- in the case of class IV employees. 

(3) In all other cases of gifts the sanction of the Government shall 
be obtained for accepting them if the value thereof exceeds— 

(i) Rs. 75/- in the case of Government servants holding any 

class I or class II posts; and 

(ii) Rs. 25/- in the case of Government servants holding class 

III or IV posts. 

11. 'Public demonstrations in honour of Government servants: 

No Government servant shall, except with the previous sanction 
of the Government, receive any complimentary or valedictory 
address or accept any testimonial or attend any meeting or enter¬ 
tainment held in his honour, or in the honour of any other Govern¬ 
ment servant : 

Provided that nothing in this rule shall apply to : 

(i) A farewell entertainment of substantially private and 
informal character held in honour of a Government 
servant or any other Government servant on the occasion 
of his retirement or transfer or any person who has re¬ 
cently quitted service of any Government; or 

(ii) the acceptance of simple and inexpensive entertainments 
arranged by public bodies or institutions. 

Note: Exercise of pressure of any sort on any Government 
servant to induce him to subscribe towards any farewell 
entertainment even if it is of a substantially private or 
informal character and collection of subscriptions from 
Class III or IV employees under any circumstances for 
entertainment of any Government servant not belonging 
to their own class, is forbidden.. 

12. Private trade or employment: 

(1) No Government servant shall, except with the previous 
sanction of the Government engage directly or indirectly in any 
trade or business or undertake any employment: 

Provided that a Government servant may, without such sanction 
undertaken honorary work of a social or charitable nature or 
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occasional work of a literary, artistic or scientific character, subject 
to the condition that his official duties do not thereby suffer, but he 
shall not undertake, or shall discontinue such work if so directed 
by the Government. 

Explanation : Canvassing by a Government servant in support 
of the business of Insurance agency, commission agency etc. owned 
or managed by his wife or any other member of his family or any 
other person shall be deemed to be a breach of this sub-rule. 

(2) Every Government servant shall report to the Government 
if any member of his family is engaged in a trade or business or 
owns or manages an insurance agency or commission agency. 

(3) No Government servant shall, without the previous sanction 
of the Government except in the discharge of his official duties, take 
part in the registration, promotion or management of any bank or 
other company registered under the Indian Companies Act, 1956, or 
any other law for the time being in force or any co-operative society 
for commercial purposes : 

Provided that a Government servant may take part in the 
registration, promotion or management of a co-operative society 
substantially for the benefit of Government servants registered 
under the Co-operative Societies Act, 1912 (II of 1912) or any other 
law for the time being in force, or of a literary, scientific or 
charitable society registered under the Societies Registration Act, 
1860 (XXI of 1860), or any corresponding law in force. 

(4) No Government servant may, accept any fee, for any work 
done for any public body or for any private person without the 
sanction of the competent authority. 

13. Investment, lending and borrowing: 

(1) No Government servant shall speculate in any stock and 
shares or other investments. 

Note: Frequent purchase and sale of shares, securities etc. 
shall be deemed to be speculation within the meaning of 
this rule. 

(2) No Government servant shall make, or permit his wife or 
any member of his family or any other person acting on his behalf 
to make, any Investment likely to embarrass or influence him in the 
discharge of his official duties. 

(3) If any question arises whether any transaction is of the 
nature referred to in sub-rule (1) or (2), the decision of the Govern¬ 
ment thereon shall be final. 
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(4) (i) No Government servant shall, save in the ordinary course 
of business with a bank or a firm of standing, himself or through 
any member of his family or any other person acting on his behalf 
lend or borrow money, as principal or ageht whereby any interest 
or return in money or kind is charged or paid, to or from any person 
within the local limits of his authority or with whom he is likely to 
have official dealings : 

Provided that— 

(a) a Government servant may give or accept a purely 
temporary loan free of interest from a relative or a 
personal friend or operate a credit account with bona fide 
tradesman o t to make an advance to his private employee; 

(b) with the previous sanction of the Government enter into 
any transaction of lending or borrowing money which but 
for such sanction will be a breach of this sub-rule. 

(ii) When a Government servant is appointed or transferred to a 
post of such a nature as to involve him in the breach of any of the 
provisions of sub-rule (2) or (4) he shall forthwith report the 
circumstances to such authority as may be prescribed by Government 
and shall thereafter act in accord ah ce with such order as may be 
passed by such authority. 

14. Insolvency and habitual indebtedness: 

A Government servant shall so manage his private affairs so as 
to avoid habitual indebtedness or insolvency. A Government servant 
who becomes the subject of legal proceedings for recovery of any 
debt due from him or insolvency shall forthwith report the full facts 
to the Government. 

Not* : The burden of proving that insolvency or indebtedness 
is the result of circumstances which, with the exercise of 
ordinary diligence, the Government servant could not have 
foreseen, or over whieh he had no control, and has not 
proceeded from extravagant or dissipated habits, will be 
upbn the Government servant. 

15. Movable, immovable and valuable property: 

(1) Every Government servant shall on first appointment to the 
service and thereafter at stteh intervals as may be prescribed submit 
a return of his assets and liabilities, in such form as may be 
prescribed. The return shall cftart«h full particulars regarding— 

(a) immovable property owned, acquired or inherited by him 
or held by him Ofi lease or mortgage either in his own 
name or in the name Of any member of his family or 
in the name of any other person; 
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(b) shares, debentures and cash similarly owned, acquired, 
inherited or held by him; 

(c) other movable property; 

(d) debts and other liabilities due by him directly or 
indirectly. 

Note /.-^Sub-rule (1) of Rule 15 shall not ordinarily apply to 
Class IV servants but the Government may direct that it 
may apply to any such Government servant or class of 
such Government servants. 

Note 11 .—In all returns the values of items of movable 
property less than Rs. 1,000/- may be added and shown 
as a lump sum. The value of articles of daily use such as 
clothes, utensils, crockery, books need not be included. 

Note III .—The total value of jewellery may be shown as a 
lump sum. 

Note IV .—Government servants who are in service on the date 
that this Rule comes into force should submit a return 
under this sub-rule by a date to be prescribed immediately 
following the coming into force of this Rule. 

(2) No Government servant shall, except with the previous 
knowledge of the prescribed authority acquire or dispose of any 
immovable property by lease, mortgage, purchase, sale, gift or 
otherwise either in his own name or in the name of any member 
of his family. 

Provided that the previous sanction of the prescribed authority 
shall be obtained if any such transaction is in respect of property 
belonging to a person having official dealings with the Government 
servant 

(3) Every Government servant shall report to the prescribed 
authority all transactions concerning movable property if the value 
of such transaction exceeds Rs. 1,000/- in the case of Government 
servant holding any class I or class 13 post and Rs. 500/- in the case 
of other Government servants; 

(4) The competent authority may at any time by general or 
special order require a Government servant to submit, within a 
period specified in the order, furnish full particulars of such movable 
or immovable property held or acquired by him or on his behalf 
or by any member of his family as may be specified in the order. 
Such statement shall, if so required include details of the means 
by which, or the source from which, such property was acquired. 
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(5) The Government may exempt any category of Government 
servants belonging to classes II, III an<jl IV from any of the provisions 
of this rule except sub-clause (4). 

Explanation: For the purposes of this rule, the expression 
‘movable property’ includes inter niia the following pro¬ 
perty, namely: — 

(a) jewellery, insurance policies the annual premia of which 
exceeds 1 /6th of the total annual emoluments received 
from Government, shares, securities and debentures; 

(b) loans advanced by such Government servant, whether 

secured or not 

(c) motor cars, motor cycles, horses or any other means of 
conveyance; and 

(d) refrigerators, radios and radiograms. 

16. Vindication of acts and character of Government servants: 

No Government servant shall, except with the previous sanction 
of the Government, have recourse to any court or to the press for 
the vindication of any official act which has been the subject matter 
of adverse criticism or an attack of defamatory character. 

Explanation : Nothing in this rule shall be dewYied to 
prohibit a Government servant from vindicating his 
private character or any act done by him in his private 
capacity provided that he eh a 11 submit a report to the 
prescribed authority regarding such action. 

17. Canvassing of non-official or other outside influence: 

No Government servant shall bring or attempt to bring any 
political or other outside influence to bear upon any superior 
authority to further his interests in respect of matters pertaining 
to his service under the Government. 

18. Bigamous marriages: 

(1) No Government servant who has a wife living shall contract 
another marriage without first obtaining the permission of the 
Government, notwithstanding that such subsequent marriage is 
permissible under the personal law for the time being applicable 
to him. 

(2) No female Government servant shall marry any person who 
has a wife living without first obtaining the permission of the 
Government 
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18(A). Drinking: 

A Government servant shall— 

(a) strictly abide by any law relating to intoxicating drinks 
in force in any area in which he may happen to be for 
the time being; 

(b) take due care that performance of his duties are not 
prejudiced in any way by influence of sueh drinks or 
drugs; 

(c) not appear in a public place in a state of intoxication; 

(d) not habitually use such drinks or drugs to excess. 

19. Interpretation: 

If any question arises relating to the interpretation of these rules, 
it shall be referred to the Government whose decision thereon shall 
be final. 

20. Delegation of powers: 

The Government may, by general or special order, direct that 
any power exercisable by it or any head of Department under these 
rules (except the powers under rule 19 and this rule), shall subject 
to such conditions, any, as may be specified in the order, be 
exercisable also by such officer or authority as may be specified in 
the order. 

21. Repeal and saving: 

Any rules corresponding to these rules in force immediately 
before the commencement of these rules and applicable to the 
Government servants to whom these rules apply are hereby 
repealed: 

Provided that any order made or action taken under the rules 
so repealed shall be deemed to have been made or taken under the 
corresponding provisions of these rules. 



K. Santhanam, M.P. 
♦Chairman. 


anxextireIV 


D.O. No. 1/15/63-CPC 
Govemmeat of India, 
Ministry of Home Affairs 
(Committee on Prevention of Corruption) 
New Delhi, August 23, 1963. 


My dear Shastriji, 

The Committee had for some time been considering the amend* 
ments to be made in the procedure relating to disciplinary 
proceedings. The Committee had formulated certain provisional 
views at its meeting held on 8th and 7th December, 1962. These 
provisional views were circulated to all the Secretaries of the 
Government of India to ascertain their views. On receipt of the com¬ 
ments and views of the Ministries and Departments the Committee 
caused draft rules to be prepared which they have considered and 
finalised at the meeting held on 16th and 17th of August, 1963. 

2. The Committee considered that there should be only one set of 
discipline and appeal rules in respect of Government servants serv¬ 
ing in connection with the affairs of the Union or appointed by the 
Union Government. Therefore, in the definition of the term 
‘Government servant’ members of the All India Services have also 
been included. It has accordingly been provided that the President 
may (a) impose any of the prescribed penalties on any Government 
servant (Rule 8); and (b) institute disciplinary proceedings against 
any Government servant or direct a disciplinary authority to institute 
such proceedings [Rule 9(1)]. It has also teen provided that the 
Central Government may institute proceedings against a member of 
an All India Service if the circumstances of the case are such that 
the Central Government is satisfied that it would be in public inter¬ 
est for the Central Government to institute such proceedings provid¬ 
ed that before doing so the Central Government 6hall consult the 
State Government. 

3. The power to institute departmental proceedings has been given 
to the President, specified disciplinary authorities and such other 
authorities as may be empowered by the President by general or 
special order. This last provision has been made in view of the 
recommendation of the Committee that the Directorate of the Vigil- 
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ance of the Central Vigilance Commission should have the power to 
determine the nature of disciplinary proceedings to be initiated and 
to initiate, conduct and complete such proceedings (vide para 24 of 
the scheme regarding the Central Vigilance Commission). 

4. The Committee noticed that while the discipline and appeal 
rules now in force provide penalties that should be imposed on a 
Government servant while in service, they are silent about the 
penalties that could be imposed on a Government servant after his 
retirement. Such penalties are now imposed under Civil Service 
Regulations 351-A and Rule 6 of the All India Services (Death-cum- 
Retirement Benefits) Rules, 1958. The Committee considered that the 
penalties that should be imposed on a Government servant after 
retirement and the procedure for imposing such penalties should 
also be made part of the discipline and appeal rules. This has been 
done. 

5. The more important aspects of the revised procedure are:— 

(i) The requirement of the accused officer submitting a writ¬ 
ten statement of defence after the framing of charges has 
been dispensed with. 

(ii) The procedure to be followed by the inquiring authority 
appointed to hold inquiry in a disciplinary case has been 
approximated to the procedure prescribed in the Public 
Servants (Inquiries) Act, 1850. 

(iii) The rules relating to suspension, regulation of the period 
of absence from duty after reinstatement of an officer Who 
had been dismissed, removed or suspended provide for 
removal of certain difficulties that have arisen out of some 
recent pronouncements of the courts. 

(iv) The requirement of submitting an appeal or a memorial 
through the authority which passed the order which is 
the subject matter of the appeal or memorial has been 
dispensed with to minimise delay. 

In other respects, the rules are substantially in accordance with 
the existing rules on the subject. 

6. The Committee took note of the fact that the discipline and 
appeal rules in regard to members of the All India Service have 
been framed under 6ub-section (1) of Section 3 of the All India 
Services Act, 1951, after consulting the State Governments. If the 
Government consider that it would not be appropriate to lump 
together members of the All India Services and other Union Servi¬ 
ces, the Government may consider amending the All India Services 
(Discipline and Appeal) Rules, 1955, to bring it in accordance with 
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the rules now approved by the Committee. Perhaps, it should not 
be difficult to notify the revised rules under the All India Services 
Act after such consultation with the State Governments as may be 
necessary. A copy of the Rules as revised is enclosed herewith. 

With kind regards. 


Yours sincerely. 
(Sd.) K. Santhanam. 

Shri Lai Bahadur Shastri, 

Home Minister, 

Government of India, 

New Delhi. 



UNION GOVERNMENT SERVANTS (DISCIPLINE AND APPEAL) 

RULES, 196 . 

CHAPTER—1 
GENERAL 

1. Short title and commencement— (a) These rules may be called 

the Union Government Servants (Discipline and Appeal) Rules, 
196 . 

(b) They 6hall come into force at once. 

2. Interpretation.—In these rules, unless the context otherwise 
requires— 

(a) “Appointing Authority” in relation to a Government servant 
.means— 

(i) the authority empowered to make appointments to the 
Service of which the Government servant is for the time 
being a member or to the grade of the Service in which 
the Government servant is for the time being included, or 

(ii) the authority empowered to make appointments to the 
post which the Government servant for the time being 
holds, or 

(iii) the authority which appointed the Government servant to 
ouch Service, grade or post, as the case may be, or 

(iv) where the Government servant having been a permanent 
member of any other Service or having substantively held 
any other permanent post, has been in continuous employ¬ 
ment of the Government, the authority which appointed 
him to that Service or to any grade in that Service or to 
that post, 

^whichever authority is the highest authority; 

(b) “Commission” means the Union Public Service Commission; 

(c) “Department of the Government of India” means any estab¬ 
lishment or organisation notified to be a Department of the Govern¬ 
ment of India; 

(d) “Disciplinary Authority” means the authority competent 
under these rules to impose on a Government servant any of the 
penalties specified in Rule 7; 
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(e) “Government servant” means a person who— 

(i) is a member of a Civil Service of the Union or holds a 
civil post under the Union and includes any such person 
on foreign Service or whose services are temporarily plac¬ 
ed at the disposal of a State Government, or a local or 
other authority; 

(ii) is a member of a Service or holds a civil post under a 
State Government and whose services are temporarily 
placed at the disposal of the Central Government; 

(ili) is in the service of a local or other authority and whose 
services are temporarily placed at the disposal of the 
Central Government; 

(iv) is a member of an All India Service; 

(▼) is a member of a Service or holds a post under the admin¬ 
istrative control of the Railway Board and includes a 
person who holds a post in the Railway Board, other than 
a person lent from a service or post which is not under the 
administrative control of the Railway Board; 

(vi) is a pereon paid from Defence Service Estimates and not 
subject to the Army Act. 1950, the Indian Navy (Disci¬ 
pline) Act, 1934, and the Air Force Act, 1950, and who is 
in the whole time employment of the Government of 
India in or under the Ministry of Defence; 

(vii) is a person as is specified in clauses (i) to (vi) above and 
against whom proceedings are instituted for imposing any 
of the penalties specified in clauses (x) and (xi) of Rule 

7 ; 

(f) “Head of the department”, for the purpose of exercising the 
powers as appointing, disciplinary, appellate or reviewing authority, 
means the authority declared to be the head of the department under 
the Fundamental Rules and Supplementary Rules; 

, (g) “Head of the office”, for the purpose of exercising the powers 
as appointing, disciplinary, appellate or reviewing authority, m eans 
the authority declared to be the head of the office under the General 
Financial Rules; 

(h) “Schedule” means the schedule to these Rules; 

(i) “Secretary” means a Secretary to the Government of India 
in any Ministry or Department and includes— 

(i) a Special Secretary or an Additional Secretary; 
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(ii) a Joint Secretary placed in independent charge of a Min¬ 
istry or Department; 

(iii) in relation to the Cabinet Secretariat, Secretary to the 
Cabinet; 

(iv) in relation to the President’s Secretariat, Secretary to the 
President or, as the case may be, Military Secretary to 
the President; 

(v) in relation to the Prime Minister’s Secretariat, Principal 
Private Secretary to the Prime Minister; and 

(vi) in relation to the Planning Commission, Secretary to the 
Planning Commission; 

(j) “Service” means a civil service of the Union. 

3. Application.—These Rules apply to all Government servants 
except— 

(a) persons in casual employment; 

(b) persons subject to discharge on less than one month’s 
notice; 

(c) person for whom in respect of matters covered by these 
rules special provision is made by or under any law for 
the time being in force or by or under agreement entered 
into by or with the previous approval of the President 
before or after the commencement of these rules, in 
regard to matters covered by such special provisions; 

(d) persons whom the President may by general or special 
order exclude from the operation of these rules. 


CHAPTER II 
SUSPENSION 


Suspension 

4. (1) The appointing authority or any authority to which it is 
subordinate or the disciplinary authority or the Government in 
connection with whose affairs a member of an All India Service is 
serving or any other authority empowered by the President by 
general or special order in that behalf may place a Gover nm ent 
servant under suspension— 

(a) where a disciplinary proceeding against him is contem¬ 
plated or is pending, or 

(b) where a case against him in respect of any criminal offence 
is under investigation, inquiry or trial: 
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Provided that, except in case of an order of suspension made by 
the Comptroller and Auditor General in regard to a member of the 
Indian Audit and Accounts Service, where the order of suspension 
is made by an authority lower than the Appointing Authority, such 
authority shall forthwith report to the Appointing Authority the 
•circumstances in which the order was made. 

(2) A Government servant shall be deemed to have been placed 
under suspension by an order of the Appointing Authority 

(a) with effect from the date of detention, if he is detained in 
custody, whether on a criminal charge or otherwise, for 
a period exceeding fortyeigEt hours; 

(b) with effect from the date of conviction if in the event of 
conviction for a criminal offence he is not forthwith dis¬ 
missed or removed or compulsorily retired consequent to 
such conviction. 

(3) Where a penalty of dismissal, removal or compulsory retire¬ 
ment from service imposed upon a Government servant— 

(i) is set aside in appeal or review under these rules — 

(a) on the grounds that the prescribed procedure has not 
been followed or that a reasonable opportunity to defend 
himself has not been afforded to the Government 
servant, or 

(b) on other grounds and the case is remitted for further 
inquiry or action or with any other direction. 

(ii) is 6et aside or declared or rendered void in consequence of 
or by a decision of a court of law, whether or not the 
disciplinary authority, on a consideration of the circums¬ 
tances of the case, decides to hold a further inquiry against 
him on the allegation on which the penalty of dismissal, 
removal or compulsory retirement was originally imposed; 

"the Government servant shall be deemed to have been placed under 
suspension by the appointing authority from the date of the original 
order of dismissal, removal or compulsory retirement. 

(4) (i) An order of suspension made or deemed to have been made 
under this rule shall remain in force until further orders. 

(ii) Where a Government servant is suspended or is deemed to 
have been suspended in respect of one proceeding and any other 
proceeding is instituted during the pendency of the former, the 
•competent authority may, for reasons to be recorded in writing, 
•direct that the Government servant shall continue to be under sus¬ 
pension till the termination of all or any of such proceedings. 
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(iii) An order of suspension made or deemed to have been made- 
under this rule may at any time be revoked by the authority which 
made or is deemed to have made the order or by any authority to- 
which that authority is subordinate. 

(5) Where a Government servant is or is deemed to have been 
placed under suspension under the provisions of this rule, attains 
or has attained the age of 55 years, the appointing authority may 
without prejudice to the continuance of the proceedings, if any, for 
the purpose of imposing any of the penalties specified in (x) and (xi) 
of Rule 7, require him to retire on three months notice. 

Subsistence allowance during suspension 

5. (1) A Government servant who is or is deemed to have been 
placed under suspension under Rule 4 shall, during the period of 
such suspension, be entitled to receive payment as a subsistence 
allowance an amount equal to the leave salary which the Govern¬ 
ment servant would have drawn under the leave rules applicable to 
him if he had been on leave on half pay or on half average pay: 

Provided that where the period of suspension exceeds twelve 
months, the authority which made or is deemed to have made the 
order of suspension shall be competent to vary the amount of 
subsistence allowance for any period subsequent to the period of 
the first twelve months as follows:— 

(a) (i) the amount of subsistence allowance may be increased 
by a suitable amount, not exceeding 50 per cent of 
subsistence allowance admissible during the period 
of the first twelve months, if, in the opinion of the 
said authority, the period of suspension has been pro¬ 
longed for reasons to be recorded in writing, not 
directly attributable to the Government servant; 

(ii) the amount of subsistence allowance may be reduced' 
by a suitable amount, not exceeding 50 per cent of the 
subsistence allowance admissible during the period of 
the first twelve months, if, in the opinion of the said 
.authority, the period of suspension has been prolonged 
due to reasons, to be recorded in writing, directly 
attributable to the Government servant; 

(iii) the rate of dearness allowance will be based on the- 
increased or as the case may be, the decreased amount 
of subsistence allowance admissible under sub-clauses 
(i) and (ii) above. 
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(b) any other compensatory allowances admissible from time 
to time on the basis of pay of which the Government 
servant was in receipt on the date of suspension: 

Provided that the Government servant shall not be entitled to 
the compensatory allowances unless the said authority is satisfied 
that the Government servant continues to meet the expenditure for 
which they are granted and all other conditions under which such 
allowances are admissible are satisfied. 

(2) No payment under sub-rule (1) shall be made unless the 
Government servant furnishes a certificate, and the authority which 
made or is deemed to have made, the order of suspension is satisfied, 
that the Government servant is not engaged in any other employ¬ 
ment, business, profession or vocation. 

Pay, allowances and treatment of service 

6. (1) Where an order of dismissal or removal or compulsory 
retirement made in respect of a Government servant is set aside in 
appeal or review under these rules or is set aside or declared or 
rendered void in consequence of or by a decision of a court of law, 
or an order of suspension made or deemed to have been made under 
Rule 4 in respect of him ceases to be in force, for whatever reason, 
the authority competent to order the reinstatement of the Govern¬ 
ment servant shall, when ordering his reinstatement consider and 
make specific order—(a) regarding the pay and allowances to be 
paid to the Government servant for the period of his absence from 
duty, and (b) whether or not the said period shall be treated as a 
period spent on duty. 

(2) (a) Where the authority mentioned in sub-rule (1) is of 
opinion that the Government servant has been fully exonerated or, 
in the case of suspension, that it was wholly unjustified, the Govern¬ 
ment servant shall be given the full pay and allowances to which 
he would have been entitled, had he not been dismissed, removed, 
compulsorily retired or suspended as the case may be, and the period 
of absence from duty shall be treated as a period spent on duty for 
all purposes: 

Provided that where such authority is of opinion that the final 
termination of the proceedings instituted against the Government 
servant has been delayed, or in case of suspension the period of 
suspension has been prolonged, due to reasons directly attributable 
to the Government servant, it may for reasons to be recorded in 
writing direct that the Government servant shall be paid only such 
proportion of such pay and allowances but not less than the subsist¬ 
ence and other allowances admissible under Rule 5 as it may pres¬ 
cribe for the period of such delay. 
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(b) In a case falling under the proviso to sub-clause (a) of this 
sub-rule the period of absence from duty shall not be treated as a 
period spent on duty unless such competent authority specifically 
directs that it shall be so treated for any specified period. 

(3) (a) In other cases the Government servant shall be given 
such proportion of such pay and allowances as such competent 
authority may prescribe. 

(b) In a case falling under clause (a) of this sub-rule, the period 
of absence from duty shall not be treated as a period spent on duty, 
unless such competent authority specifically directs that it shall be 
so treated for any specific purpose: 

Provided that if the Government servant so desires such authority 
may direct that the period of absence from duty shall be converted 
into leave of any kind due and admissible to the Government 
servant. 

(4) The payment of allowances under sub-rules (2) and (3) shall 
be subject to all other conditions under which such allowances are 
admissible. 

(5) The authority that makes an order under the provisions of 
this rule may, if it is satisfied that the Government servant had 
engaged himself for remuneration, in any other employment, busi¬ 
ness, profession or vocation during the period of his absence from 
duty, deny to him the pay and allowances admissible to him under 
the provisions of this rule for the period of such employment. 

CHAPTER—Hi 

PENALTIES AND DISCIPLINARY AUTHORITIES 
Penalties 

7. The following penalties may for good and sufficient reasons 
and as hereinafter provided, be imposed on a Government servant: 

(a) Minor 

(i) censure; 

(ii) withholding of promotion; 

(iii) recovery from pay of the whole or part of any pecuniary 
loss caused to Government by negligence or breach of 
orders; 

(iv) withholding of increments; 

(b) Major 

(v) reduction to a lower stage in the time-scale for a specified 
period with further directions whether or not the Govern- 
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ment servant will earn increments during the period of 
such reduction and whether on the expiry of such period 
such reduction will or will not have the effect of postpon¬ 
ing future increments; 

(vi) reduction to a lower time-scale, grade, post or service, for 
an unspecified period, which shall ordinarily be a bar to 
promotion to the time-scale, grade, post or service from 
which a Government servant was reduced or for a specified 
period, with or without further directions regarding 
conditions of restoration to the grade or post or service 
from which a Government servant was reduced and his 
seniority and pay on such restoration to that grade, post 
or service; 

(vii) compulsory retirement; 

(viii) removal from service which shall not be a disqualification 
for future employment; 

(ix) dismissal from service which shall ordinarily be a dis¬ 
qualification for future employment; 

After retirement: 

(x) recoverj' from a pension of the whole or part of any 
pecuniary loss caused by negligence to the Central or State 
Government; 

(xi) withholding of withdrawal of a pension or any part of it, 
whether permanently or for a specified period for grave 
misconduct. 

Explanation: 

(1) The penalties specified in clauses (x) and (xi) may be impos¬ 
ed only if the Government servant is found guilty of such negli¬ 
gence or grave misconduct, in departmental or judicial proceeding 
in respect of a cause of action which arose or an event which took 
place while the Government servant was in service, including 
service rendered under re-employment. 

(2) The following shall not amount to a penalty within the 
meaning of this rule; 

(i) withholding of increments of a Government servant for 
failure to pass a departmental examination in accordance 
with the rules or orders governing the Service or post or 
the terms of his appointment; 

(ii) stoppage of a Government servant at the efficiency bar in 
the time-scale on the ground of his unfitness to cross the 
bar; 
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(iii) non-promotion whether in a substantive or officiating 
capacity of a Government servant, after consideration of 
his case, to a Service, grade or post for promotion to which 
he is eligible; 

(iv) reversion to a lower Service, grade or post of a Govern¬ 
ment servant officiating in a higher Service, grade or post 
on the ground that he is considered to be unsuitable for 
such higher Service grade or post or on administrative 
grounds unconnected with his conduct; 

(v) reversion to his permanent Service, grade or post of a 
Government servant appointed on probation to another 
Service, grade or post during or at the end of the period 
of probation in accordance with the terms of his appoint¬ 
ment or the rules and orders governing probation; 

(vi) replacement of the services of a Government servant 
whose services have been borrowed from a State Govern¬ 
ment or an authority under the control of a State Govern¬ 
ment at the disposal of the authority which had lent his 
services; 

(vii) compulsory retirement of a Government servant in accord¬ 
ance with the provisions relating to his superannuation or 

retirement; 

(viii) termination of the services— 

(a) of a Government servant appointed on probation, dur¬ 
ing or at the end of the period of probation, in accord¬ 
ance with the terms of his appointment or the rules and 
orders governing probation; or 

(b) of a temporary Government servant in accordance with 
rule 5 of the Central Civil Services (Temporary Service) 
Rules, 1949; or 

(c) of a Government servant, employed under an agree¬ 
ment, in accordance with the terms of such agreement. 

(ix) non-sanction of the full pension on the ground that the 
service of the Government servant has not been wholly 
satisfactory; 

(x) retirement of a Government servant under suspension in 
accordance with the provisions of sub-rule (5) of Rule 4. 

Disciplinary Authorities 

8. (1) The President may impose any of the penalties specified 
in Rule 7 on any Government servant. 



179 


(2) Without prejudice to the provisions of sub-rule (1), but subject 
to the provisions of sub-rule (4), any of the penalties specified in 
Rule 7 may be imposed on— 

(a) a member of a Central Civil Service other than the General 
Central Service, by the Appointing Authority or the autho¬ 
rity specified in the Schedule in this behalf or by any 
other authority empowered in this behalf by a general 
or special order of the President; 

(b) a person appointed to a Central Civil post, included in the 
General Central Service, by the authority specified in this 
behalf by a general or special order of the President or, 
where no such order has been made, by the Appointing 
Authority or the authority specified in the Schedule in 
this behalf. 

(3) Subject to the provisions of sub-rule (4), the power to impose 
any of the penalties specified in Rule 7 may also be exercised, in 
the case of a member of a Central Civil Service, Class III (other 
than the Central Secretariat Clerical Service), or a Central Civil 
Service, Class IV,— 

(a) if he is serving in a Ministry or Department of the Gov¬ 
ernment of India by the Secretary to the Government of 
India in that Ministry or Department; 

(b) if he is serving in any other office, by the head of that 
office, except where the head of that office, is lower in 
rank than the authority competent to impose the penalty 
under sub-rule (2).. 

Note : —In this rule the expression “Head of the office” means the 
authority declared to be the head of the office under the General 
Financial Rules. 

(4) Notwithstanding anything contained in this rule,— 

(a) except where the penalty specified in clauses (v) and (vi) 
of Rule' 7 is imposed by the Comptroller and Auditor 
General on a member of the Indian Audit and Accounts 
Service, no penalty specified in clauses (v) to (xi) of that 
rule shall be imposed by any authority lower than the 
Appointing Authority; 

(b) Where a Government servant who is a member cf a Service 
other than the General Central Service or is substantively 
appointed to any civil post in the General Central Service, 
is temporarily appointed to any other Service, or post, 
and the authority which would have been competent under 
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sub-rule (2) to impose upon him any of the penalties 
specified in clauses (v) to (xi) of Rule 7, had he not been 
so appointed to such other Service or post, is not sub¬ 
ordinate to the authority competent to impose any of the 
said penalties after such appointment, the latter authority 
shall not impose any such penalty except after consulta¬ 
tion with the former authority. 

(5) Without prejudice to the provisions of sub-rule (1), the State 
Government under whom a member of an All India Service was 
serving at the time of the occurrence of the act or omission or con¬ 
duct which renders him liable to disciplinary action shall be com¬ 
petent to impose on him any of the penalties specified in clauses 

(i) to (vi) of Rule 7. 

Authority to Institute Proceedings 

9. (1) The President or any other authority empowered by him 
by general or special order may— 

(a) institute disciplinary proceedings against any Government 
servant; 

(b) direct a disciplinary authority to institute disciplinary 
proceedings against any Government servant on whom 
that disciplinary authority is competent to impose under 
these rules any of the penalties. 

(2) Subject to the provision of sub-rule (5) of this rule any dis¬ 
ciplinary authority competent to impose under these rules any of 
the penalties specified in clauses (i) to (xi) of Rule 7 may institute 
disciplinary proceedings against a Government servant also under 
Rule 10 notwithstanding that such disciplinary authority is not com¬ 
petent, under these rules, to impose any of the penalties specified 
in clauses (v) to (xi) of Rule 7. 

(3) Subject to the provisions of sub-rule (1), disciplinary proceed¬ 
ings againsti a member of an All India Service in respect of an act 
or omission or conduct which renders him liable for punishment 
may be instituted by— 

(a) the Central Government— 

(i) if such act or omission or conduct occurred before his 
appointment to the Service or while he was serving in 
connection with the affairs of the Union or in accord¬ 
ance with the orders of the Central Government ser¬ 
ving under a foreign Government or outside India 
(whether on duty or on leave) or in connection with 
the affairs of a Company, corporation, organisation or 
local authority; 
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(ii) if the circumstances of the case are such that the 
Central Government is satisfied that it would be in 
public interest for the Central Government to insti¬ 
tute such proceedings, provided that before doing so 
, the Central Government shall consult the State Gov¬ 
ernment; 

(b) the State Government on whose Cadre he is borne if such 
act or omission or conduct occurred while serving in con¬ 
nection with the affairs of that State or while serving, in 
accordance with the orders of that Government, in con¬ 
nection. with the affairs of a company, corporation, orga¬ 
nisation or local authority; 

(c) the State Government under whom he was serving, not¬ 
withstanding that he is not borne on the cadre of that 
State, if the act or omission or conduct while serving in 
connection with the affairs of that Government or while 
serving, in accordance with the orders of that Govern¬ 
ment, in connection with the affairs of a company, organi¬ 
sation or local authority. 

Explanation :—For the purpose of clauses (b) and (c) of this sub¬ 
rule and sub-rule (5) of Rule 8, the expression ‘State Government 
means tiie Government in connection with whose affairs he is serving 
or on whose cadre he is borne and in relation to a joint cadre means 
the Government of all the States for which the joint cadre is insti¬ 
tuted and includes the Government of a State nominated by the 
Governments of all such States to act on their behalf, as the case 
may be. 

(4) Proceedings instituted under the foregoing provisions of this 
rule shall be continued and concluded in accordance with the pro¬ 
visions of these rules, notwithstanding that the Government servant 
has retired from service on attaining the age, of compulsory retire¬ 
ment or on the expiry of the period of re-employment, provided that 
on conclusion thereof, no; penalty other than those specified in 
clauses (x) and (xi) of Rule 7 shall be imposed on the Government 
servant who has so retired. 

(5) Except as provided in sub-rule (4) of this rule, no proceeding 
for imposition of any of the penalties in clauses (x) and (xi) of Rule 
7 shall be instituted— 

(i) save with the sanction of the President or with the sanc¬ 
tion of any other authority empowered in this behalf by 
the President by general or special order; 

(ii) in respect of any cause of action which arose or event 
that took place more than four years before such insti¬ 
tution. 
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CHAPTER IV 

Procedure for Imposing Penalties 
Procedure for imposing major penalties 

10. (1) No penalty specified in clauses (v) to (xi) of Rule 7 shall 
be imposed except after an inquiry held in accordance with the pro¬ 
cedure prescribed in this Chapter or held in accordance with the 
provisions of the Public Servants (Inquiries) Act, 1850. 

(2) Whenever the disciplinary authority is of the opinion that 
there are grounds for inquiring into the truth of any imputation of 
misconduct or misbehaviour against a Government servant it may 
itself inquire into, or appoint, under this rule or the provisions of 
the Public Servants (Inquiries) Act, 1850, an authority to inquire 
into, the truth thereof. 

(3) The disciplinary authority shall draw up or cause to be drawn 
up— 

(i) the substance of the imputations into definite and distinct 
articles of charge; 

(ii) a statement of allegations in support of each charge, w r hich 

shall contain— * 

(a) a statement of all relevant facts including any admis¬ 
sion or confession of the defendant; 

(b) a list of documents by which and a list of witnesses 
by whom the charge is to be sustained. 

(4) The disciplinary authority shall deliver or cause to be deli¬ 
vered to the defendant a copy of the articles of charge and the 
statement of allegations. 

(5) The disciplinary authority shall where it is not itself the 
inquiring authority forward to the inquiring authority— 

(i) a copy of the articles of charge and the statement of 
allegations; 

(ii) the documents mentioned in the list specified in sub-clause 
(3)(ii)(b); 

(iii) the statements of witnesses, if any, mentioned in the list 
specified in sub-clause (3)(ii)(b), with as many copies as 
there are defendants; 

(iv) acknowledgement of the defendant showing the receipt by 
him of the articles of charge and the statement of alle¬ 
gations; 

(v) an order appointing a presenting officer. 
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Note: —The disciplinary authority may appoint a Government 
servant or a legal practitioner to be the presenting officer to con¬ 
duct the case on its behalf. 

(6) The defendant shall appear in person before the inquiring 
authority on the tenth working day after the date of receipt by him 
of the articles of charge and statement of allegations or on such 
other later date as may be specified by the inquiring authority. 

Note:— The defendant may take the assistance of any other Gov¬ 
ernment servant to conduct the case on his behalf, but may not 
engage a legal practitioner for the purpose unless the presenting 
officer appointed by the disciplinary authority is a legal practitioner 
or the disciplinary authority, having regard to the circumstances of 
the case, so permits. 

(7) When the defendant appears before the inquiring authority 
the presenting officer shall read out and exhibit the articles of charge 
and the statement of allegations. 

(8) The inquiring authority shall on the articles of charge and 
statement of allegations being exhibited, require the defendant to 
plead ‘guilty’ or ‘not guilty’ to each of the articles of charge which 
pleas shall forthwith be recorded and signed by the inquiring 
authority and the defendant. 

(9) The inquiring authority shall return a finding of guilt if the 
defendant pleads guilty to the articles of charge. 

(10) The inquiring authority shall, if the defendant fails to ap¬ 
pear or refuses to plead, or pleads ‘not guilty’, require the Presenting 
Officer to adduce evidence in proof of the charges, and may adjourn 
the case to another date not exceeding thirty days, after recording 
an order that defendant may, if he so desires: 

(i) inspect within 5 days of the order the documents men¬ 
tioned in the list attached to the statement of allegations; 

(ii) give a notice within 10 days of the said order for dis¬ 
covery and production of any additional documents which 
are in the possession of Government and not mentioned 
in the said list; 

Note:— The defendant shall indicate the relevancy of the addi¬ 
tional documents required by him to be discovered and produced. 

(iii) submit a list of witnesses to be examined on behalf of 
the defendant. 

Note:—I f the defendant applies orally or in writing for the supply 
of copies of statements of witnesses mentioned in the list attached 
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to the statement of allegations, the inquiring authority shall furnish 
him with such copies as early as possible and in any case, three days 
before the examination of the witnesses. 

(11) The inquiring authority shall on receipt of the notice men¬ 
tioned in clause (10)(ii) forward the same or copies thereof to the 
authorities in whose possession the documents are held with a re¬ 
quisition for compliance by a specified date, provided that the in¬ 
quiring authority may for reasons to be recorded in writing refuse 
to send for such of the documents as in its opinion are not strictly 
relevant to the case. 

(12) Each of such authorities shall on receipt of the requisition 
mentioned in clause (11) produce the documents provided that if it 
is satisfied that it would be against public interest or security of 
State to produce all or any of such documents it shall inform the 
inquiring authority accordingly and the inquiring authority shall, on 
being so informed, communicate the objection to the defendant and 
withdraw its requisition. 

(13) The inquiring authority shall on the date fixed for hearing 
proceed to bring on record the documentary and oral evidence in 
proof of the charges. The witnesses shall be examined by or on 
behalf of the Presenting Officer. 

(14) The inquiring authority may in its discretion permit the 
Presenting Officer to exhibit evidence not included in the list fur¬ 
nished to the defendant, and in such case the defendant shall be 
entitled to have, if he so demands, an adjournment of the proceed¬ 
ing for not more than three clear days, before the exhibition of such 
new evidence, exclusive of the day of adjournment and of the day 
to which the proceedings are adjourned. 

(15) When the Presenting Officer closes his case, the defendant 
shall be required to state his defence, orally or in writing, as he 
may prefer. If made orally, it shall be recorded and the defendant 
shall be required to sign the record. If made in writing, it shall be 
placed on record and a copy shall be given to the Presenting Officer. 

(16) The evidence on behalf of the defendant shall then be 
exhibited. The defendant may give evidence in his behalf if he 
so prefers. 

(17) The inquiring authority may after the defendant closes his 
case, and shall, if the defendant has not examined himself, gene¬ 
rally question the defendant on the circumstances appearing against 
him in the evidence. 

(18) Witnesses examined whether by the Presenting Officer or 
the defendant shall be liable for cross-examination by the defendant 
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or the Presenting Officer as the case may be; and for re-examinatioi 
on any points on which they have been cross-examined, but on anj 
new matter, without leave of the inquiring authority. 

(19) Notwithstanding anything contained in the foregoing pro¬ 
visions the inquiring authority may put any questions to any wit¬ 
ness, recall and re-examine any witness, call for additional evidence, 
at any stage before submitting its report provided that— 

(i) such questions are relevant to the charges; 

(ii) recall and re-examination of any witness is necessary to 
bring out true and relevant facts; 

(iii) before exhibiting the additional evidence so called, the 
proceedings are adjourned if a request is made in that 
behalf by the Presenting Officer or the defendant as the 
case may be for not more than three clear days, exclusive 
of the day of adjournment and the date to which the pro¬ 
ceedings are adjourned. 

(20) The inquiring authority may, after the completion of the 
exhibition of evidence, hear the Presenting Officer and the defendant 
or permit them to file written briefs of. their case, if they so desire. 

(21) (i) The inquiring authority shall then prepare a report which 
shall contain— 

(a) the charges and the allegations in support of the charges; 

(b) the defence of the defendant in respect of each charge; 

(c) an assessment of the evidence in respect of each charge; 

(d) the findings on each charge and the reasons therefor. If 
in the opinion of such authoritv the proceedings of the 
inquiry establish charges different from those originally 
framed it may record findings on such charges provided 
that findings on such charges shall not be recorded unless 
the Government servant has admitted the facts constitut¬ 
ing them or has had an opportunity of defending himself 
against them. 

(ii) The inquiring authority where it is not itself the disciplinary 
authority shall forward to the disciplinary authority the records of 
inquiry which shall include— 

(a) the charges framed against the Government servant and 
the statement of allegations furnished to it under sub¬ 
rule (5); 
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(b) his written statement of. defence, if any; 

(c) the oral and documentary evidence exhibited in the 
course of the inquiry; 

(d) written briefs, if any filed during the course of the inquiry; 

(e) the orders, if any, made by the Disciplinary Authority 
and the Inquiring Authority in regard to the inquiry; and 

(f) the report of the inquiring authority. 

Action on the Inquiry Report: 

11. (1) The disciplinary authority, if it is hot itself the inquiring 
authority, may for reasons to be recorded in writing remit the case 
to the inquiring authority for further inquiry and report and the 
inquiring authority shall then proceed to hold the further inquiry 
according to the provisions of Rule 10 as far as may be. 

(2) The disciplinary authoritv shall, if it disagrees with all or 
any cf the findings of the inquiring authority, record its reasons for 
disagreement and record its own findings, if the evidence on record 
is sufficient to do so or remit the case for further inquiry as pro- 
vided for in sub-rule (2). 

(3) If the Disciplinary Authority having regard to its findings 
is of the opinion that any of the penalties in clauses (i) to (iv) of 
Rule 7 should be imposed, notwithstanding anything contained in 
Rule 12, it shall pass appropriate orders in the case: 

Provided that in every case where it is necessary to consult the 
Commission, the record of inquiry shall be forwarded by the dis- 
ciolinary authority to the Commission for its advice and such advice 
taken into consideration before passing the orders. 

f4)(i) If the disciplinary authority having regard to its findings 
on the charges, is of the opinion that any of the penalties specified 
in clauses (v) to (xi) of Rule 7 should be imposed, it shall— 

(a) furnish to the Government servant a copy of the report 
of the Inquiring Authority and, where the Disciplinary 
Authority is not the Inquiring Authority, a statement of 
its findings together with brief reasons for disagreement, 
if any, with the findings of.the Inquiring Authority; and 

(b) give him a notice stating the penalty proposed to be im¬ 
posed on him and calling upon him to submit within 15 
days of receipt of the notice such representation as he 
may wish to make on the proposed penalty on the basis 
of the evidence adduced during the inquiry held under 
Rule 10. 
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Note. —The disciplinary authority may instead of specifying one 
penalty require the defendant to show cause alternatively against 
imposition of any one of the penalties specified in clauses (v) to (ix) 
of Rule 7. 

(ii) (a) In every case in which it is necessary to consult the 
Commission, the record of the inquiry, together with a copy of the 
notice given under clause (i) and the representation made in res¬ 
ponse to such notice, if any, shall be forwarded by the Disciplinary 
Authority to the Commission for its advice. 

(b) On receipt of the advice of the Commission, the Disciplinary 
Authority shall consider the representation, if any, made by the 
Government servant as aforesaid and the advice given by the Com¬ 
mission and determine what penalty, if any, should be imposed 
on the Government servant and pass appropriate orders on the case. 

(iii) In any case in which it is not necessary to consult the Com¬ 
mission, the Disciplinary Authority shall consider the representa¬ 
tion, if any, made by the Government servant in response to the 
notice under clause (i) and determine what penalty, if any, should 
be imposed on the Government servant and pass appropriate orders 
on the case. 

Procedure for imposing minor penalties 

12. (1) No order imposing any of the penalties specified in clauses 

(1) to (iv) of Rule 7 shall be imposed except after— 

(a) the Government servant is informed in writing of the 
proposal to take action against him and of the allegations 
on which it is proposed to be taken and given an oppor¬ 
tunity to make any representation he may wish to make; 

(b) an inquiry held in accordance with sub-rules (10) to (21) 
of Rule 10, in cases where in the opinion of the discipli¬ 
nary authority such an inquiry is necessary; 

(c) the representation submitted under clause (a) of this sub¬ 
rule or the record of inquiry held under sub-clause (b) is 
taken into consideration by the disciplinary authority; 
and 

(d) the Commission is consulted where such consultation is 
necessary. 

(2) The record of proceedings in such cases shall include— 

(i) copy of the intimation to the Government servant of the 
proposal to take action against him; 

(ii) a copy of the statement of allegations communicated to 

him; 

(iii) his representation or the record of inquiry; if any, 

(iv) the advice of the Commission, if any; and 

(v) the orders on the case together with the reasons therefor. 
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Communication of Orders 

13. Orders passed by the Disciplinary Authority shall be communi¬ 
cated to the Government servant who shall also be supplied with a 
copy of the report of the Inquiring Authority and, where the Dis¬ 
ciplinary Authority is not the Inquiring Authority, a statement of 
its findings together with brief reasons for disagreement, if any, with 
the findings of the Inquiring Authority, unless they have already 
been supplied to him, and also a copy of the advice, if any, given by 
the Commission and, where the Disciplinary Authority, has not ac¬ 
cepted the advice of the Commission, a brief statement cf the reasons 
for such non-acceptance. 

Joint Inquiry 

14. (1) Where two or more Government servants are concerned in 
any case, the President or any other authority competent to impose 
the penalty of dismissal from service on all such Government ser¬ 
vants may make an order directing that disciplinary action against all 
of them may be taken in a common proceeding. 

Note. —If the authorities competent to impose the penalty of dis¬ 
missal on such Government servants are different, an order 
for taking action in a common proceeding may be made by 
the highest of such authorities with the consent of the others. 

(2) Subject to the provisions of sub-rule (4) of Rule 8, any such 
order shall specify: — 

(i) the authority which may function as the Disciplinary 

Authority for the purpose of such common proceeding; 

(ii) the penalties specified in Rule 7 which such Disciplinary 
Authority shall be competent to impose; and 

(iii) whether the procedure prescribed in Rule 10 or Rule 12 
may be followed in the proceeding. 

Special Procedure in certain cases 

15. Notwithstanding anything contained in Rules 10, 12 and 14: — 

(i) where a penalty is imposed on a Government servant on the 
ground of conduct which has led to his conviction on a 
criminal charge; or 

(ii) where the Disciplinary Authority is satisfied for reasons to 
be recorded in writing that it is not reasonably practicable 
to follow the procedure prescribed in the said rules; or 

(iii) where the President is satisfied that in the interest of the 
security of the State, it is not expedient to follow such 
procedure; 
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the Disciplinary Authority may consider the circumstances of the 
case and pass such orders thereon as it deems fit; 

Provided that the Commission shall be consulted before passing 
such orders in any case in which such consultation is necessary. 

Provisions regarding officers lent to State Governments etc. 

16. (1) Where the services of a Government servant are lent by 
one department to another department or to a State Government or 
an authority subordinate thereto or to a local or other authority 
(hereinafter in this rule referred to as “the borrowing authority’’), 
the borrowing authority shall have the powers of the Appointing 
Authority for the purpose of placing him under suspension and of 
the Disciplinary Authority for the purpose of taking a disciplinary 
proceeding against him: 

Provided that the borrowing authority shall forthwith inform the 
Authority which lent his services (hereinafter in this rule referred to 
as “the lending authority”) of the circumstances leading to the order 
of his suspension or the commencement of the disciplinary proceed¬ 
ing, as the case may be. 

(2) In the light of the findings in the disciplinary proceeding 
taken against the Government servant: — 

(i) if the borrowing authority is of the opinion that any of 
the penalties specified in clauses (i) to (iv) of Rule 7 should 
be imposed on him, it may, in consultation with the lend¬ 
ing authority pass such orders on the case as it deems 
necessary: 

Provided that in the event of a difference of opinion between the 
borrowing authority and the lending authority, the services of the 
Government servant shall be replaced at the disposal of the lend¬ 
ing authority; 

(ii) if the borrowing authority is of the opinion that any of the 
penalties specified in clauses (v) to (xi) of Rule 7 should 
be imposed on him, it shall replace his services at the dis¬ 
posal of the lending authority and transmit to it the pro¬ 
ceedings of the inquiry and thereupon the lending autho¬ 
rity may, if it is the Disciplinary Authority, pass such 
orders thereon as it deems necessary, or, if it is not the 
Disciplinary Authority, submit the case to the Disciplinary 
Authority, which shall pass such orders on the case as it 
deems necessary: 

Provided that in passing any such order the Disciplinary Autho¬ 
rity shall comply with the provisions of Rule 10. 
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Explanation. The Disciplinary Authority may make an order 
under this clause on the record of the inquiry transmitted by the 
borrowing authority, or after holding such further inquiry as it may 
deem necessary in accordance with Rule 10 as far as may be. 

Provisions regarding' officers borrowed from State Governments etc. 

17. (1) Where an order of suspension is made or a disciplinary 
pi oceeding is taken against a Government servant whose services 
have been borrowed by one department from another department 
or from a State Government or an authority subordinate thereto or a 
local or other authority, the authority lending his services (herein¬ 
after in this rule referred to as “the lending authority”) shall forth¬ 
with be informed of the circumstances leading to the order cf his 
suspension or the commencement of the disciplinary proceeding, as 
the case may be. 

(2) In the light of the findings in the disciplinary proceeding taken 
against the Government servant if the disciplinary authority is of 
the opinion that any of the penalties specified in clauses (i) to (iv) 
of Rule 7 should be imposed on him, it may, subject to the provisions 
of sub-rule (3) of the Rule 11 and except in regard to a Government 
servant serving in the Intelligence Bureau of or below the rank of 
Assistant Central Intelligence Officer, after consultation with the 
lending authority, pass such orders on the case as it deems neces¬ 
sary : 

(i) Provided that in the event of a difference of opinion bet¬ 
ween the borrowing authority and the lending authority 
the services of the Government servant shall be replaced 
at the disposal of the lending authority; 

(ii) if the Disciplinary Authority is of the opinion that any of 
the penalties specified in clauses (v) to (xi) of Rule 7 should 
be imposed on hina it shall replace his services at the dis¬ 
posal of the lending authority and transmit to it the pro¬ 
ceedings of the inquiry for such action as it deems neces¬ 
sary. 


CHAPTER V 
APPEALS 


Orders against which no appeal lies 

18. Notwithstanding anything contained in this Chapter, no appeal 
shall lie against: — 

(i) any order made by the President; 



191 


(ii) any order of an interlocutory nature or of the nature of a 
step-in-aid to the final disposal of a disciplinary proceed¬ 
ing, other than an order of suspension; 

(iii) any order passed by an inquiring authority in the course 
of an inquiry under Rule 10. 

Orders against which appeal lies 

19. Subject to the provisions of Rule 18, a Government servant 
may appeal against any of the following orders: 

(i) an order of suspension made or deemed to have been made 
under Rule 4; 

(ii) an order made under sub-clause (ii) of clause (a) of the 
Proviso to Rule 5 and an order made under Rule 6 by 
which he is aggrieved; 

(iii) an order imposing any of the penalties specified in Rule 7 
by the disciplinary authority; 

(iv) an order imposing any of the penalties specified in Rule 7 
by an appellate or reviewing authority in cases where no 
such penalty was imposed in the first instance or enhanc¬ 
ing the penalty imposed in the first instance; 

(v) an order which: — 

(a) denies or varies to his disadvantage his pay, allowances, 
pension or other conditions of service as regulated by 
rules or by agreement; or 

(b) interprets to his disadvantage the provisions of any such 
rule or agreement; 

(vi) an order: — 

(a) stopping a Government servant at the efficiency bar in 
the time scale on the ground of his unfitness to cross 
the bar; 

(b) reverting to a lower Service, grade or post, a Government 
servant officiating in a higher Service, grade or poft, 
otherwise than as a penalty; 

(c) reducing or withholding the pension or denying the 
maximum pension admissible under the rules; 

(d) which has the effect of superseding a Government servant 
in promotion from the junior to the senior scale, where 
such scales are in existence. 
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Explanation .—In this rule: — 

(i) the expression 'Government servant’ includes a person who 
has ceased to be in Government service; 

(.ii) the expression ‘pension’ includes additional pension, 
gratuity and any other retirement benefit. 

Appellate Authority 

20. (1) A Government servant not being a member of an All- 
India Service may appeal against any of the orders specified in Rule 
19 to the authority specified in this behalf either in the schedule or 
by a general or special order of the President or, where no such 
authority is specified : — 

(i) where such Government servant is/was a member/holder 

of a Central Civil Service/Post, Class I or Class II: — 

(a) to the appointing authority, where the order appealed 
against is made by an authority subordinate to it; or 

(b) to the President, where such order is made by any other 
authority; 

(ii) where such Government servant is/was a member/ holder 
of a Civil Service/Post, Class III or Class IV, to the autho¬ 
rity to which the authority making the order appealed 
against is immediately subordinate. 

(2) A Government servant who is a member of an All India Ser¬ 
vice may appeal against any of the orders specified in Rule 19, to the 
Central Government, if such an order had been made by a Stale 
Government. 

(3) Notwithstanding anything contained in sub-rule (i), 

(i) an appeal against an order in a common proceeding held 
under Rule 14 shall lie to the authority to which the 
authority functioning as the disciplinary authority for the 
purpose of that proceeding is immediately subordinate; 

(ii) where the person who made the order appealed against be¬ 
comes, by virtue of his subsequent appointment or other¬ 
wise, the prescribed appellate authority in respect of such 
order, an appeal against such order shall lie to the autho¬ 
rity to which such person is immediately subordinate. 

Period of limitation for appeal* 

21 No appeal under this Chapter shall be entertained unless it is 
submitted within a period of fortyfive days from the date on which 
the appellant receives a copy of the order appealed against: 
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Provided that the appellate authority may entertain the appeal 
after the expiry of the said period, If it is satisfied that tfc* Appellant 
had sufficient cause for not submitting the appeal in time. 

Form and contents of appeal 

22. (1) Every person submitting an appeal shall do so separately 
and in his own name. 

(2) The appeal shall be addressed and submitted to the authority 
to whom the appeal lies, shall contain all material statements and 
arguments on which the appellant relies, shall not contain any dis¬ 
respectful or improper language, and shall be complete in itself. 

(3) A copy of every appeal submitted under sub-rule (2) shall 
also be forwarded by the appellant to the authority which made the 
order appealed against. 

Consideration of appeals 

23. (1) In the case of an appeal against an order of suspension, the 
appellate authority shall consider whether in the light of the provi¬ 
sions of Rule 4 and having regard to the circumstances of the case 
the order of suspension is justified or no* and confirm or revoke the 
order accordingly. 

(2) In the case of an appeal against an order imposing any of 
the penalties specified in Rule 7 or enhancing any of the said petUtf* 
ties so imposed, the appellate authority shall consider:— 

(a) whether the procedure prescribed in these rules ha* beam 
complied with, and if not whether such non-compliance 
has resulted in violation of any provisions of the Consti¬ 
tution or in failure of justice; 

(b) whether the findings are justified; and 

(c) whether the penalty imposed is excessive, adequate or 
inadequate; 

and pass orders: — 

(i) confirming, reducing, enhancing the penalty or setting aside; 
or 

(ii) remitting the case to the authority which imposed' the 
penalty or to any other authority with such direction as it 
may deem fit Tn the circumstances of the ease: 

Provided that— 

(i> the Commission shall be consulted in all cases where 
such consultation is necessary except i» cases where the 
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order is set aside with a direction to hold a further or 
fresh inquiry or the case is remitted under sub-rule (2); 

(“) if th e enhanced penalty which the appellate authority pro¬ 
poses to impose is one of the penalties specified in clauses 
(v) to (xi) of Rule 7 and an inquiry under Rule 10 has not 
already been held in the case, the appellate authority shall 
subject to the provisions of Rule 15, direct that such in¬ 
quiry be held in accordance with the provisions of Rule 10 
and thereafter on consideration of the proceedings of such 
inquiry and after giving the appellant an opportunity of 
making any representation which he may wish to make 
against such penalty, pass such orders as it may deem fit; 
and 

(iii) no order imposing an enhanced penalty shall be passed un¬ 
less the appellant is given an opportunity of making any 
representation which he may wish to make against such 
enhanced penalty 

(3) In the case of an appeal against any other order specified 
in Rule 19, the appellate authority shall consider all the circum¬ 
stances of the case and pass such orders as it deems just and 
equitable. 

Implementation of orders in appeal 

24. The authority which made the order appealed against shall 
give effect to the orders passed by the appellate authority. 

CHAPTER VI 


REVIEW AND MEMORIALS 


Review 

25. (1) Notwithstanding anything contained in these rules, 
proceedings for review of any order which is made under these 
rules or i3 appealable under these rules or the rules repealed by 
Rule 30 may be instituted on his or its own motion or ■ otherwise, 
after calling for the records of the case by— 

(i) the President, at any time; 

(ii) any other authority specified in this behalf by a general 
or special order of the President, within such time as 
may be prescribed by the President in such general or 
special order; 



195 


(iii) by— 

(a) the Comptroller and Auditor-General, in the case of a 
Government servant in the Indian Audit and Accounts 
Department; and 

(b) the ‘Head of a Department’ directly under the Central 
Government, in the case of a Government servant in 
a Department or Office, not being the Secretariat or 
the Indian Audit and Accounts Department, which is 
under the control of such ‘Head of a Department’: 

Provided that the authority which made the order in 
appeal or in review, or where no appeal has been 
preferred or no review has been made, the authority 
to which an appeal would lie or which is competent to 
review the order, is subordinate to the Comptroller 
and Auditor-General or such Head of Department, as 
the case may be. 

(iv) by the appellate authority, within six months of the date 
of the order proposed to be reviewed: 

(v) by the authority which passed the order, within a period 

of three months from the date of the order proposed to 
be reviewed, provided that the order was not passed by 
a predecessor in office. 

Explanation .—The period of limitation prescribed above shall be 
computed subject to the provisions of sub-rule (2) of this rule. 

(2) No proceeding for review shall be instituted until after the 
expiration of the period prescribed for submitting an appeal or 
when such an appeal is pending or has been considered and decided. 

(3) The authority which is moved for review of any order may 
condone the delay in its being so moved within the prescribed 
time, if good and sufficient cause is shown for the delay. 

(4) No proceeding for review shall be instituted except on any 
one or more of the following grounds: 

(a) there is an error apparent on the face of the record; 

(b) new evidence has become available which with due 
diligence could not have been adduced at the egrlier 
stages; 

(c) the order proposed to be reviewed is manifestly illegal, 
arbitrary, malafide or inadequate or is based on an 
erroneous interpretation of the law or rules. 
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Explanation. —That the order proposed to be reviewed has 
consequences more harsh than was intended or deemed to have 
been intended shall not be a ground for instituting a proceeding for 
review. 

(5) A proceeding instituted under this rule shall be dealt with 
in the same manner as if the Government servant had preferred 
an appeal against such order. 

(6) The authority acting in exercise of the powers under this 
r ule may— 

(a) confirm, modify or set aside the order; 

(b) impose any penalty or confirm, reduce, enhance or set 
aside the penalty imposed by the order. 

(c) remit the case to the authority which made the order or 
to any other authority directing such further action or 
inquiry as it considers proper in the circumstances of the 
case; or 

(d) pass such other orders as it deems fit; 

Provided that— 

(i) an order imposing or enhancing a penalty shall not be 
passed unless the person concerned has been given an 
opportunity of making any representation which he may 
wish to make against such order and if the penalty 
proposed to be imposed is any of the penalties specified 
in clauses (v) to (xi) of Rule 7 and if an inquiry under 
Rule 10 has not been held, it shall, subject to the pro¬ 
visions of Rule 15, direct that such inquiry be held and 
thereafter on consideration of the proceedings of such 
inquiry and after giving the person concerned an oppor¬ 
tunity of making any representation which he may wish 
to make against such penalty, pass such orders as it may 
deem fit; 

(ii) the Commission shall be consulted in all cases where such 
consultation is necessary except in cases where the order 
is set aside with a direction to hold a fresh or further 
inquiry or is remitted under clause (c) of sub-rule (6). 

Memorials 

26. (1) A Government servant shall be entitled to submit not 
more than one memorial within a period of six months from the 
date of an order to the President against any order by which he 
is aggrieved provided that such an order is not— 
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(i) of an interlocutory nature or a step-in-aid to the final 
disposal of a disciplinary proceeding instituted under the 
provisions of these rules; 

(ii) one passed by an inquiring authority during the course 
of an inquiry under Rule 10. 

(2) Every memorial shall be authenticated by the signature of the 
memorialist and submitted by the memorialist on his own behalf. 

(3) Every memorial submitted under these rules shall— 

(a) contain all material statements and arguments relied 
upon by the memorialist; 

(b) contain no disrespectful or improper language; 

(c) be complete in itself; 

(d) state the particulars of any previous appeal or memorial 
filed by him and the result thereof; and 

(e) end with a specific prayer. 

(4) The President may pass such order as may be deemed Juftt 
and appropriate after consulting the Commission, in cases where 
it had not been previously consulted, or when it is proposed to 
modify the order which is the subject of the memorial. 

(5) The authority against whose order a memorial is submitted 
shall give effect to any order passed thereon by the President. 

CHAPTER VII 

MISCELLANEOUS 

Service of orders, notices, etc.: 

27. Every order notice and other processes made or issued under 
these rules shall be served in person on the Government servant 
concerned or communicated to him by registered post. 

Recording of reasons for an order 

2ft. Reason* shall be recorded in writing for every order made 
under these rules. 

Power to condone delay 

29. Without prejudice to the specific provision made in this 
behalf in any of the foregoing rules, the competent authority may 
for good and sufficient reasons or if sufficient cause is shown extend 
the time prescribed for doing anything under the provisions of the 
foregoing rules or condone the delay whenever a time or period 
of limitation is prescribed. 
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Repeal and Saving: 

30. (1) To the extent to which provision has been made in these 
rules, the rules specified in Schedule I are hereby repealed: 

Provided that— 

(a) such repeal shall not affect the previous operation of the 
said rules, notifications and orders or anything done or 
any action taken thereunder; 

(b) any proceedings under the said rules, notifications or 
orders pending at the commencement of these rules shall 
be continued and disposed of as far as may be, in accord¬ 
ance with the provisions of these rules. 

(2) Nothing in these rules shall operate to deprive any person to 
whom these rules apply of any right of appeal which had accrued 
to him under the rules, notifications or orders repealed by sub-rule 

(1) in respect of any order passed before the commencement of 
these rules. 

(3) An appeal pending at or preferred after the commencement 
of these rules against an order made before such commencement 
shall be considered and orders thereon shall be passed, in accord¬ 
ance with these rules. 

Removal of Doubts: 

31. Where a doubt arises as to the interpretation of any of the 
provisions of these rules, the matter shall be referred to the Presi¬ 
dent or such other authority as may be specified by the President 
by a general or special order whose decision thereon shall be final. 

SCHEDULE I (Rule 30) 

(1) The All India Services (Discipline and Appeal) Rules, 1955. 

(2) The Central Civil Services (Classification, Control and 
Appeal) Rules, 1957. 

(3) Discipline and Appeal Rules for Railway Servants, other 
than those employed in the Railway Protection Force, 1961. 

(4) Civilians in Defence Services (Classification, Control and 
Appeal) Rules, 1952. 



ANNEXURE V 


K. Santhanam, 

Chairman, 

Committee on Prevention D.O. No. 1/20/63-CPC 

of Corruption Government of India, 

Ministry of Home Affairs 
(Committee on Prevention of Corruption) 

New Delhi, dated 19/20th December, 1963: 


My dear Nandaji, 

The Committee have examined the question of Government 
servants accepting commercial employment after retirement. I am 
enclosing the report of the Committee which contains their recom¬ 
mendations on the subject. 

Yours sincerely, 

Sd: (K. Santhanam). 


Shri G. L. Nanda, 
Home Minister, 



Ministry of Home Affairs 
(Committee on Prevention of Corruption) 


The increasing tendency of Private Industrial and Commercial 
concerns to employ retired Government servants has been attracting 
public attention. It is generally believed that such employment is 
secured in many cases as a quid pro quo for favours shown by the 
Government servant while in service. It is also feared that high 
placed Government servants who accept such employment after 
retirement may be in a position, by virtue of their past standing, to 
exercise undue influence on Government servants in service who 
might have been their colleagues or subordinates. The fact that 
some of these retired Government servants who have accepted 
employment with private firms live in Delhi and perhaps operate 
as ‘contact men’ has further heightened these suspicions. 

2. This issue was the subject of a half-hour discussion in 1958 and 
in August, 1961, a Member of Parliament moved a resolution in the 
Lok Sabha urging on Government to bring forward suitable legis¬ 
lation to debar retired Government employees from being re¬ 
employed in any Government or private service. It has also 
attracted critical comment in the Press and by public men. The 
Committee have, therefore, examined the question in detail. We 
are not in a position to say that such persons have succeeded to any 
extent in inducing the Government to show special favours to the 
firms they represent. Nor is it possible for us to say that they have 
had no influence. This dubious position gives rise to suspicion which 
it is desirable to avoid as far as it is reasonably possible. 

8. The Committee examined a number of witnesses on this point, 
including two Ministers of the Central Government and a former 
Comptroller and Auditor General of India, the Cabinet Secretary 
and some retired Government servants. The views expressed by 
the witnesses varied widely. Some felt that there should be a com¬ 
plete ban on Government .servants accepting commercial employ¬ 
ment after retirement. Others were of the view that, in the larger 
interests of the country, the experience and ability of such persons 
should not be wasted and their services should not be denied to 
the private sector which is contributing to the economic develop¬ 
ment of the country. The latter also felt that apart from prese.it 
constitutional and legal difficulties the present high cost of living 
makes it difficult for retired Government servants to live on their 
meagre pensions without much painful readjustment. 

200 
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4. The question of. imposing restrictions and conditions on the 
acceptance of employment with private firms by Government 
servants after retirement has been considered by Government on 
a number of occasions during the last 45 years. As far back as 
1919-1920, the then Home Member considered that it was not right 
for retired Government servants, particularly those who have 
occupied high appointments, to take up commercial jobs without 
restriction, that the apprehension that any such restriction would 
lead to an infringement of their liberty was not justified, that no pro¬ 
hibition was likely to be effective without a sanction behind it, and 
that the only sanction which could be thought of was the withdrawal 
of pension. However, on that occasion, in spite of the Home Mem¬ 
ber’s views, all that was done was the issue of a Resolution (Home 
Department’s Resolution No. 1140, dated the 21st April, 1920) in 
which it was stated that “the Government of India have come to the 
conclusion that, while it is not necessary at the present time to lay 
down a definite rule, it is desirable that retired Government servants, 
especially gazetted officers, before accepting directorships, partner¬ 
ships or agencies of, or employment by any company or firm or 
individual engaged in commercial business or associated with the 
management of land in India, should either obtain the consent of 
the Government of India, or if the company is managed in London, 
the consent of the Secretary of State. The Government of India 
believe that this procedure will conduce alike to the interests of the 
officers concerned and to those of the services generally, and are 
prepared to leave it to the good sense and loyalty of their officers to 
observe the procedure now suggested.” 

5. Subsequently, the question was considered on different 
occasions. In the year 1934, F.R. 69 was revised requiring a Govern¬ 
ment servant on leave preparatory to retirement to obtain the 
previous sanction of Government before accepting commercial 
employment. The matter was again raised in November 1946 in the 
Central Legislative Assembly and at the instance of the then Home 
Minister, the late Sardar Patel, C.S.R. 531-B was notified by which if 
a pensioner wishes to accept any commercial employment before the 
expiry of two years from the date of his retirement, he is required to 
obtain the previous sanction of the Government for such acceptance. 
On the 26th July, 1949, article 531-C of the C.S.Rs. was notified by 
which provision was made that no pension shall be payable to a 
pensioner who accepts commercial employment without proper 
permission, in respect of any period for which he is so employed or 
such longer period as the Government may direct. The position as 
far as the rules go remains the same as stated above even today. The 
effectiveness of these provisions may be judged from the fact that 
during the year6 1947 to 1957, 50 ICS and other All India Service* 
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officers including a large number of European officers who retired 
as a result of constitutional changes and 91 Class I officers were 
granted permission to accept commercial employment During 
1958-59 to 1961-62, 284 Class I officers accepted commercial employ¬ 
ment with such permission. During the period 1959 to June 1962, 
52 All India Service officers were granted permission to accept such 
appointments. Permission was refused to 11 Class I officers and 5 
All India Service officers. 

6. The points which have to be taken into account for granting 
such permission are:— 

(1) Has the officer while in service had any such dealings with 
the proposed employer as might provoke the suspicion that 
he had shown favour to the latter? 

(2) Will his commercial duties be such that his official 

knowledge and experience could be used to give the 
employer an unfair advantage? 

(3) Will his duties be such as might bring him into conflict 
with Government? 

(4) Is the proposed employment of a thoroughly reputable 
kind? 

(5) Are there exceptional circumstances which would make 
the refusal of consent a real hardship? 

7. No instance of the breach of the rule had come to the notice 
of the Committee and therefore there was no question of the penal 
provisions of C.S.R. 531-B being used. 

8. The Committee have given careful consideration to the different 
views expressed on the subject and also to the various suggestions 
that were made. The Committee is anxious that a clear and 
unequivocal step should be taken immediately to dispel any impres¬ 
sion that there is any sort of link or partnership, or community of 
interest, or collusion between the higher echelons of administration 
and the private corporate sector. Such an impression, whether 
justified or not, affects the prestige of the civil services. The present 
practice of giving permission on merits subject to the Government 
servant fulfilling certain criteria is not unreasonable. But it has got 
two major defects. In the present context of planning, relationship 
between Government and the private sector is so close and compli¬ 
cated that the good will of any highly placed Government servant 
is valuable to every private undertaking. However impartial the 
Ministry of Home Affairs or other authority empowered to give per¬ 
mission for such employment may be, it is inevitable that consider¬ 
able pressure should be brought to bear upon it in individual cases, 
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and there will always be a feeling that those who manage to get 
permission have been able to pull strings effectively while those who 
have been refused have not had the necessary pull, and therefore 
have been unfairly discriminated against. 

9. The Committee, therefore, have come to the conclusion that a 
complete ban against private commercial and industrial employment 
for two years after retirement is the only effective and salutary step 
that can be taken in this regard. The Committee feels that for the 
really capable Government servants this will not be a great hardship 
as his ability and efficiency will not be affected by the two years 
interval. On the other hand, the two years interval will eliminate 
all the irrelevant and improper considerations which may induce 
private employer to offer a lucrative job to a Government servant on 
the eve of retirement. The contact value of such servant will also 
be greatly deflated during these two years. 

10. The only sanction for the enforcement of this ban is the for¬ 
feiture of pension. It may be that in particular cases the private 
employer may come forward to compensate the Government servant 
for the loss of pension. Such cases are likely to be very very rare 
and will not materially affect the salutary effects of the ban. 

11. The Committee also feel that while this ban is necessary for 
clearing the atmosphere of suspicion that prevails at present, the 
ban will inflict special hardship on those Government servants whose 
pensions are subject to a maximum. It may be borne in mind that 
the salaries of these persons have not been raised by the two Pay 
Commissions while the increase of prices and higher income tax rates 
have combined to reduce considerably, and in many cases almost 
eliminate, the capacity of such servants to save while in service. 
They, therefore, feel that for the period of the ban the present rule 
relating to maximum pension should not apply, and they should 
get the pension they would be entitled to according to rules, if no 
such maximum had been imposed. 

12. The ban we have proposed will apply only to private com¬ 
mercial and industrial employments. Retired Government servants 
will be free to accept any employment of a scientific, cultural or 
educational character. If there is any doubt as to whether any 
employment is of the latter character or is of the nature of industrial 
or commercial employment, the Ministry of Home Affairs will be 
final authority to decide. 

13. The Committee therefore recommend that— 

(i) if it is legally permissible, the present rules be amended 
to provide that no Government servant shall, for two 
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years after retirement, accept any commercial employ¬ 
ment in the private sector. 

(ii) breach of this rule shall entail forfeiture of pension. 

< iii) if there is any legal or constitutional difficulty in making 
the amendment proposed in (i) above, the policy should 
be that no permission should be granted to any Govern¬ 
ment servant to accept any commercial employment for 
two years after retirement. 

(iv) for the period of the two years during which a pensioner is 
prohibited from accepting any commercial employment in 
the private corporate sector, he should get the pension that 
he would be entitled to according to rules if it were calcu¬ 
lated in accordance with his actual salary and not with 
reference to the maximum now prescribed for such calcu¬ 
lation. 

(v) a pensioner should be free to accept any employment of 
a scientific, cultural or educational character within this 
period. 

(vi) if there is any doubt as to whether any employment is of 
a scientific, cultural or educational character, or com¬ 
mercial employment, the Ministry of Home Affairs shall 
be the final authority to decide the question. 



ANNEXURE VI 

SCHEME OF THE CENTRAL VIGILANCE COMMISSION 
GOVERNMENT OF INDIA 
MINISTRY OF HOME AFFAIRS 


Statement laid on the Tables of Lok Sabha and Rajya Sabha on 
16th December, 1963. 


Subject: Proposal to set up a Central Vigilance Commission 


The Committee on Prevention of Corruption presided over by 
Shri K. Santhanam had submitted two reports, recommending in the 
first report the setting up of an organisation to be called the Central 
Vigilance Commission, and in the second the conferring of certain 
powers similar to those under Sections 4 and 5 of the Commissions 
of Inquiry Act, 1952, on the Central Vigilance Commissioner so that 
he might undertake any inquiry into transactions in which public 
servants were suspected or alleged to have acted improperly or in 
a corrupt manner. Copies of the two reports of the Committee are 
annexed—Annexure I.* After giving very careful thought to the 
recommendations made by the Santhanam Committee the Govern¬ 
ment have decided to set up a Central Vigilance Commission, with 
powers and functions as described in Annexure II.** 

2. The main recommendations of the Santhanam Committee may 
be summarised as follows:— 

(i) The Central Vigilance Commission should in its functioning 
be independent of Government and may not be answer- 
able to any Minister even though administratively placed 
under the Ministry of Home Affairs. 

(ii) It should deal comprehensively with two of the major 
problems of administration, namely— 

(a) prevention of corruption and maintenance of integrity; 

and 

(*See Annexure VT-A). 

(** See Annexure VT-C). 
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(b) ensuring just and fair exercise of administrative powers 
vested in various authorities by statutory rules or by 
non-statutory executive orders. 


(iii) The powers and responsibilities in disciplinary matters 
which are at present derentralised should ih the main be 
centralised in the Commission, the only exception being 
the power given to the Delhi Special Police Establishment 
to make preliminary inquiries or to institute and investi¬ 
gate a regular case whenever they consider it necessary to 
do so. 

(iv) The Central Vigilance Commission should consist of three 
Directorates, one to deal with general complaints of citizens 
(Directorate of General Complaints and Redress), another 
to deal with all vigilance matters (Directorate of Vigi¬ 
lance), and the third the Central Police Organisation 
which would exercise the powers now exercised by the 
Delhi Special Police Establishment till such time as the 
Central Bureau of Investigation is set up. (The Central 
Bureau of Investigation was set up on 1st April, 1963). 

3. The importance and urgency of providing a , machinery for 
looking into the grievances of citizens against the administration and 
for ensuring just and fair exercise of administrative powers, is fully 
recognised. But it is considered that this problem is big enough to 
require a separate agency or machinery and that apart from this the 
Central Vigilance Commission would be overburdened if this 
responsibility were to be placed upon it, and the Commission might 
as a result be less effective in dealing with the problem of corruption. 
The Government have, therefore, decided that for the present action 
should be taken only on such of the recommendations of the Com¬ 
mittee as relate to prevention of corruption and maintenance of 
integrity in the public services. Accordingly, the Commission will 
not have a Directorate of General Complaints and Redress. The 
question of evolving a machinery for dealing with the grievances of 
citizens against the administration is being separately examined, and 
the Department of Administrative Reforms, which is contemplated, 
will work out the details of such a machinery. 

4. The basic principle on which the vigilance arrangements ate 
at present based is that each Ministry/Department/undertaking is 
responsible for preventing corruption and maintaining integrity in 
its sphere of activity. The Administrative Vigilance Division, which 



was set up in the Ministry of Home Affairs in 1955, functions sub¬ 
stantially in an advisory capacity. Complete centralisation of power's 
and 1 responsibilities in regard to inquiry or investigation into com¬ 
plaints and all subsequent action thereon would not only undermine 
the initiative and sense of responsibility of the Ministries/Depart- 
ments/undertakings, but would also lead to practical and legal' 
difficulties, for the following reasons:* 

(i) Central Government employees are large in number and 
are spread throughout the country; 

(ii) there are so many matters which can more conveniently 
be investigated by departmental officers; 

(iii) the initiation, conduct and final disposal of disciplinary 
proceedings involve detailed management, some executive 
decisions, and action at certain stages under statutory 
rules; and all these cannot be centralised without causing 1 
delay and multiplication of staff; 

(iv) under the Prevention of Corruption Act only the appointing 
authority is authorised to sanction prosecution, and this 
power cannot be given to the Commission without’ 
amending the law; and 

(v) there are certain disciplinary powers which cannot be 
given to the Vigilance Commissioner without amending 
Article 311 of the Constitution. 

It has, therefore, been decided that there should be centralisation- 
of powers and responsibilities in the Central Vigilance Commission 
only to the extent necessary to make it effective. For the reet the 
Commission should have the reserve power to intervene when it 
considers it necessary to do so, and it should be kept fully in the 
picture by the Ministries, etc. in order that it may be able to exercise 
that power. 

5. In considering the Committee’s recommendations it has also 
been kept in view that the functions of the Commission should be 
fitted into our constitutional structure, and that the Minister’s 
responsibilities, and his accountability to Parliament, should remain 
unaffected. 

6. As regards the Committee’s recommendation that certain 
powers similar to those under Sections 4 and 5 of the Commissions 
of Inquiry Act, 1952, should be conferred on the Central Vigilance 
Commissioner so that he may undertake any inquiry into transactions 
in which public servants are suspected or alleged to have acted for 



208 

an improper purpose or in a corrupt manner, the Government con¬ 
sider that the Commission would normally get inquiries or investi¬ 
gations made by the Central Bureau of Investigation, the Com¬ 
missioners for Departmental Inquiries or the departmental 
authorities, and that in any exceptional case where the Commission 
wishes to make an inquiry itself the Government can appoint it a 
Commission of Inquiry under the Commissions of Inquiry Act. 

7. As regards the Committee’s recommendation that the Central 
Vigilance Commissioner should hold office for a term of six years 
or till he attains the age of 65, whichever is earlier, it has been 
decided that the best person available, irrespective of his age, should 
be appointed the first Vigilance Commissioner, and that Government 
should also have the freedom to determine his tenure. Even for 
future appointments these conditions regarding age and tenure may 
have to be modified after further consideration. It is proposed to 
appoint as the first Central Vigilance Commissioner a person who 
has held one of the highest judicial offices in the country or who has 
high standing in public life. 

8. The scheme of the Commission—Annexure II**-has been 

drawn up keeping in view the considerations mentioned in para¬ 
graphs 3, 4, 5, 6 and 7 above. The Central Vigilance Commission 
will have, in the sphere of vigilance, a status and a role broadly 
corresponding to those of the Union Public Service Commission. It 
will have extensive functions designed to ensure that complaints of 
corruption or lack of integrity on the part of public servants are 
given prompt and effective attention, and that the offenders are 
brought to book without fear or favour. In the constitutional and 
legal sense, its functions would be advisory. But in reality, they 
would be advisory in the same sense as those of the Union Public 
Service Commission. The combined effect of the independence of 
the Commission, the nature of its functions, and the fact that its 
report would be placed before Parliament, would be to make the 
Commission a powerful force for eradication of corruption in the 
public services. 


(••See Annexure VI-C.) 



(ANNE CUBE VI-A) 
ANNEXUREI 


D.O. No. 1/4/63-CPC Dated the 22nd Feb., 1963 

COMMITTEE ON PREVENTION OF CORRUPTION 
My dear Shastriji, 

I am enclosing herewith the recommendations of the Committe* 
on Prevention of Corruption on the reorganisation of the Administra¬ 
tive Vigilance Division. 

2. The Committee fully appreciates the efforts made by the 
present vigilance arrangements and the activities of the Delhi Special 
Police Establishment in checking and combating corruption. It feels, 
however, that the present arrangements are not adequate and require 
important modifications in several directions. 

! 

3. The present arrangements consisting of the Administrative 
Vigilance Division in the Home Ministry and Vigilance Officers in 
all the Ministries and Departments are mainly intended to investi¬ 
gate and punish corruption and misuse of authority by individual 
members of the civil services under the Government of India. While 
this is indispensable, the Committee feels that the Central Vigi¬ 
lance Organisation should be expanded so as to deal with complaints 
of failure of justice or oppression or abuse of authority suffered by 
the citizens though it may be difficult to attribute them to any parti¬ 
cular official or officials. These abuses may result from the pro¬ 
cedures and attitudes of particular departments or sets of officials. 
The Committee considers that the problem of maintaining integrity 
in administration cannot be viewed in isolation from the general 
administrative processes. In order to deal effectively with the pro* 
blem, it is necessary to take into account the root causes of which 
the most important is the wide discretionary power which has to be 
exercised by the executive in carrying on the complicated work ©f 
modern Administration. Also, the lack of any high-level agency 
to whom the aggrieved citizen may resort and the discontent causnt 
thereby tends to exaggerate the problem of corruption in his mind 

4. The Committee has studied the arrangements made in some 
other countries like Sweden and Denmark where the institution oi 
the Ombudsman exists. The Ombudsman is responsible for 

309 
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examining all complaints of mal-administration or unfair administra¬ 
tive action whether it is due to corrupt motives or spite or mere 
laziness or inefficiency. 

5. The Committee also took note of the fact that in New Zealand 
an Act has been passed to set up and office known as the office of the 
Parliamentary Commissioner for a similar purpose. In France the 
institution of administrative courts is intended to provide a cheap 
and quick remedy for redress of grievances against administraiive 
decisions. In Soviet Russia the Procurator-General, his Regional 
and Area Assistants serve as the link between the. citizen and the 
administration foi the purpose of redress of grievances. 

6. The Committee, however, has not copied to any extent any of 
these institutions. It has only accepted the idea of broadening the 
scope of the present machinery to include investigation into public 
complaints made through specific responsible agencies referred to in 
para 11 of the recommendations. 

7. At present, there is no organic relation between the Administra¬ 
tive Vigilance Division and the Vigilance Officers pf the various 
departments. We understand that in some of the departments the 
Vigilance Officers are taking a keen interest in their work while in 
others they do not take their responsibilities in this matter seriously. 
It is also essential to evolve or apply common standard in matters 
relating to prosecution, departmental action ana the award of 
punishment. The Committee feels that the time has come to put the 
entire Vigilance Organisation on a proper and adequate basis with¬ 
out in any way undermining the general principle that the Secretaries 
and Heads of Departments are primarily responsible for the purity, 
integrity and efficiency of their departments. 

8. It is needless to say that neither the Administrative Vigilance 
^(SSyision nor the Vigilance Officers in the Departments would be able 

to function effectively without the assistance of the Delhi Special 
Police Establishment. While there ha6 been a large measure of 
co-operation between the Vigilance Organisations and the Delhi 
Special Police Establishment there are still many loose ends which 
have to be tied up and rules and conventions have to be established 
relating to matters where there are differences between the Secre¬ 
taries/Heads of Departments, the Delhi Special Police Establishment 
and the Administrative Vigilance Division in respect of action to be 
taken in particular cases. 

9. Recently, the Home Ministry are reported to have decided on 
the establishment of a Central Bureau of Investigation of which the 
Delhi Special Police Establishment will become a part: The Com- 
mittee has not yet been informed pf the structure or functions of the 
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new Central Bureau 'of Investigation. The Committee ha6 no 
intention of making any complaint about it. It realises that, besides 
cases of corruption, it is necessary for the Government of India to 
investigate many political, diplomatic and other matters. It would 
be wasteful and unsatisfactory to have two distinct police establish¬ 
ments, one for investigating cases of corruption and the ether for 
other matters. 

10. At the same time, it is obvious that without an adequate police 
organisation for investigating cases of corruption, for prosecuting 
corrupt officials before courts and for assisting departmental 
inquiries, the vigilance arrangements will be wholly ineffective. It 
&, therefore, essential as indicated in para 25 of the recommendations 
that .proper arrangements should be made for the dual work of the 
Delhi Special Police Establishment. 

11. iPor, ,all thgse reasons, tile Committee have decided to forward 
to you the recommendations regarding the general set up of a Central 
Vigilance Commission. It is hoped that the Government will be 
able to accept the scheme and intimate the Committee so that its 
further recommendations'may fit in with it. 

12. Meanwhile, the Committee will be engaged in scrutinising the 
scope for corruption in the various departments and the existing 
arrangements for dealing with it. It is proposed to forward to you 
the Committee’s interim recommendations with respect to each of 
these departments. 

.13-..When the Committee has completed its review of all the 
Departrppnts and h^s dealt with the other terms of reference, it will 
attempt to make a survey of the, problem of corruption as a whole in 
all its aspects. 

14. It will also make an estimate of the personnel that may be 
required and make recommendations regarding the methods of 
recruitment and training and other ancilliary matters. 

Yours sincerely, 

(Sd.) K. Santhanam, Chairman, 
Committee on Prevention of Corruption. 


Shri Lai Bahadur Shastri, 
Home Minister, 
Government of India, 
New Delhi 



K. Santhanam, 
Chairman. 
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D.O. No. 1/4/63-CPC 
GOVERNMENT OF INDIA 
MINISTRY OF HOME AFFAIRS 
^Committee on Prevention of Corruption) 
New Delhi, August 17, 1963. 

My dear Shastriji. 

The Committee held its 11th meeting on the 16th and 17th of 
August, 1963. 

The non-official Members of the Committee expressed a unanimous 
desire that I should ascertain from you Government’s reactions 
regarding the Committee’s recommendations for the establishment 
of a Central Vigilance Commission. The Members of the Committee 
felt that this was a very important recommendation which would go 
a long way to rehabilitate public confidence which has been rather 
badly shaken by recent events. 

The Members of the Committee also expressed concern that in a 
matter like the Serajjudin affair, it had been possible for a number 
of officials of high rank to have been involved in the alleged mal¬ 
practices over a period of time without their involvement being 
detected. Following a discussion of this aspect of the matter the 
Committee decided that a supplementary recommendation should be 
made to the effect that the Central Vigilance Commissioner should 
be given by suitable legislation the powers that would be exercised 
by a Commission of Inquiry appointed under the Commissions of 
Inquiry Act, 1952, so that he may undertake any inquiry relating to 
transactions in which public servants are suspected or alleged to 
have acted improperly or in a corrupt manner. The Committee 
approved that another paragraph may be added as paragraph 6A after 
paragraph 6 of the scheme regarding the Central Vigilance Com¬ 
mission. The proposed addition as approved by the Committee is 
enclosed as annexure* to this letter. 

Yours sincerely, 
(Sd/-) K. Santhanam. 

S>hri Lai Bahadur Shastri, 

Home Minister, 

Government of India, 1 

NEW DELHI. 


(•See Annexure VT-B) 



(ANNEXURE VI—B) 

ANNEXURE 

Paragraph 6A of the scheme regarding the Central Vigilance Com* 
mission. 

“The Central Vigilance Commissioner should be given, by suitable 
legislation, the powers that could be exercised by a Commission of 
Inquiry appointed under the Commissions of Inquiry Act, 1952, so 
that, he may undertake any inquiry relating to transactions in which 
public servants are suspected or alleged to have acted improperly 
or in a corrupt manner and for this purpose he should have the 
power— 

(i) to summon and enforce the attendance of any person and 
to examine him on oath; 

(ii) to require the discovery and production of any document* 

(iii) to receive evidence on affidavits: 

(iv) to requisition any public record or copy thereof from any 
court or office; 

(v) to issue commissions for the examination of witnesses or 
documents; 

(vi) to require any person, subject to any privilege which may 
be claimed by that person, under any law for the time 
being in force, to furnish information on such points or 
matters as, in the opinion of the Central Vigilance Com¬ 
missioner, may be useful for, or relevant to the subject 
matter of the inquiry undertaken by him; 

(vii) to enter any building or place where the Central Vigi¬ 
lance Commissioner has reason to believe that any books 
of accounts or other documents relating to the subject 
matter of the inquiry may be found, and to seize any such 
books of accounts or documents or take extracts or copies 
therefrom, subject to the provisions of Sections 102 and 103 
of the Code of Criminal Procedure in so far as they may 
be applicable. (This power of entry and seizure may be 
exercised by the Central Vigilance Commissioner or any 
officer not below the rank of a gazetted officer, especially 
authorised by him in this behalf.)” 

3X9 
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SCHEME OF CENTRAL VIGILANCE COMMISSION AS RECOM¬ 
MENDED BY THE COMMITTEE ON PREVENTION OF 

CORRUPTION. 

The Organisation may be called “The Central Vigilance 
Commission.” 

2. The Commission should consist of the following three 
Directorate: — 

(a) the Directorate of General complaints and redress. 

(b) the Central Police Organisation. 

(c) the Directorate of Vigilance. 

3. The Chief Executive of the Commission may— 

(a) be designated as Central Vigilance Commissioner, 

(b) be appointed by the President by warrant under his hand 
and seal, 

(c) be removable in the same manner as the Comptroller and 
Auditor General, or the Chairman or Member of the 
Union Public Service Commission, 

(d) hold office for a term of six years or till he attains the 
age of 65, whichever is earlier, 

(e) On ceasing to hold the office of Central Vigilance Com¬ 
missioner, be ineligible for any further employment under 
the Union or State Governments, 

(f) for the present be of the status of a Secretary to Govern¬ 
ment but not subordinate to any Ministry/Department. 

(g) by convention, be for the present given the same measure 
of independence and autonomy as the Comptroller and 
Auditor General, or the Election Commissioner or the 
Union Public Service Commission. 

4. The Commission may for the present be attached to the 
Ministry of Home Affairs. After a suitable period of experiment and 
trial, steps should be taken to put the Commission on a statutory 
basis and when this is done the provisions regarding appointment, 
suspension, removal made in the Constitution regarding the 
Comptroller and Auditor General or Election Commissioner, or the 
Chairman or Members of the Union Public Service Commission 
should be incorporated with suitable modifications. 

The following shall be outside the purview of the 
Commission: — 

(a) judicial acts of the Judiciary. 
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(b) acts/or omissions of Ministers of Government in their 
official capacity. 

(c) actions of parliamentary committees whether legislative or 
procedural. 

(d) legislative process. 

(e) matters relating to security of State. 

(f) discipline of Armed Forces. 

(g) diplomatic actions. 

(h) matters relating to foreigners or international authorities 
or Government’s relations with other countries. 

(i) acte/or omissions of persons who are not public servants 
or persons who are public servants but wholly under the 
rule making power of the Governor of a State except when 
involved with Central Government servants or involved in 
matters concerning the affairs or affecting the interests of 
the Central Government or in special circumstances and 
with the concurrence of the State Government concerned. 

(j) any decision, recommendation, act, or omission in respect 
of which there is, under the provisions of any law, a right 
of appeal or objection, or a right to apply for a review, on 
the merits of the case, to any Court, or to any tribunal 
constituted by or under any law, whether or not that right 
of appeal or objection or application has been exercised 
in the particular case and whether or not any time pres¬ 
cribed for the exercise of that right has expired. 

6. The Central Vigilance Commission should be vested with 
jurisdiction and power— 

(1) to inquire into and investigate— 

(a) complaints against acts or omissions, decisions or recom¬ 
mendation or administrative procedures or practices on 
the grounds that they are— 

(i) wrong or contrary to law; 

(ii) unreasonable, unjust, oppressive or improperly dis¬ 
criminatory; 

(iii) in accordance wth a rule of law or a provision of any 
enactment or a practice that is or may be unreasonable, 
unjust, oppressive or improperly discriminatory; or 

(iv) based wholly or partly on a mistake of law or fact. 

(b) complaints that discretionary powers have been exer¬ 
cised for improper purposes. 



216 

(c) complaints that a public servant— 

(i) has exercised his powers for improper or corrupt pur¬ 
poses, or 

(ii) has unjustifiably or corruptly refrained from exer¬ 
cising his powers. 

(d) complaints of corruption, misconduct^ lack of integrity 
or of other kinds of mal-practices or misdemeanours on 
the part of public servants including members of the 
All India Services even if such members are for the 
time being serving in connection with the affairs of a 
State Government. 

(2) to make such recommendations a6 may be appropriate, 
after inquiry or investigation, to the Department and 
simultaneously to the Minister-in-charge of the Depart¬ 
ment which may include recommendations of the nature 
that— 

(a) the matter may be given further consideration; 

(b) the omission may be rectified; 

(c) the decision be cancelled or varied or the procedure or 
the practice be changed; 

(d) the law or rule be varied. 

(3) to watch over the implementation, acceptance or otherwise 
of the recommendations made; and to bring to the notice 
of the Prime Minister cases of non-implementation or non- 
acceptance of the recommendation, if the reasons for such 
non-implementation or non-acceptance are not satisfactory. 

(4) to initiate, conduct and complete such action as may be 
considered approprite including prosecution against a 
public servant found guilty of such of the complaints as 
are mentioned at 1 (c and d) above. 

6A. The Central Vigilance Commissioner should be given, by 
suitable legislation, the powers that could be exercised by a Com¬ 
mission of Inquiry appointed under the Commissions of Inquiry Act, 
1952, so that, he may undertake any inquiry relating to transactions 
in which public servants are suspected or alleged to have acted 
improperly or in a corrupt manner and for this purpose he should 
have the pow^r— 

(i) to summon and enforce the attendance of any person and 
to examine him on oath; 

(ii) to require the discovery and production of any document; 

(iii) to receive evidence on affidavits; 
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(iv) to requisition any public record or copy thereof from any 
court or office; 

(v) to issue commissions for the examination of witnesses or 
documents; 

(vi) to require any person, subject to any privilege which may 
be claimed by that person, under any law for the time 
being in force, to furnish information on such points or 
matters as, in the opinion of the Central Vigilance Com¬ 
missioner, may be useful for, or relevant to the subject 
matter of the inquiry undertaken by him; 

(vii) to enter any building or place where the Central Vigilance 
Commissioner has reason to believe that any books of 
accounts or other documents relating to the subject matter 
of the inquiry may be found, and to seize any such books 
of accounts or documents or take extracts or copies there¬ 
from. subject to the provisions of Sections 102 and 103 of 
the Code of Criminal Procedure in so far as they may be 
applicable. (This power of entry and seizure may be 
exercised by the Central Vigilance Commissioner or any 
officer not below the rank of a gazetted .officer, specially 
authorised by him in this behalf). 

7. The Central Vigilance Commissioner shall be responsible for— 

(i) supervising and coordinating the activities of the three 
Directorates referred to above. 

(ii) perform such other duties as may be necessary for the 
efficient functioning of the Commission. 

(iii) make such recommendations as he may consider necessary 
to the Ministries/Departments of the Government of India 
in regard to the matters dealt with in any one or more 
of the Directorates referred to above. 

(iv) submit an annual report to the Parliament about the acti¬ 
vities of the Commission and also drawing attention to 
the recommendation made by the Commission which have 
not been accepted or acted upon by the concerned Ministry 
or Department. 

(v) to initiate at such intervals, as he may consider expedient, 
review of procedures and practice of administration in so 
far as they relate to— 

(a) maintenance of integrity in administration: 

(b) such other matters as are included within the purview 
of the Central Vigilance Commission. 
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(vi) appointment of Public Vigilance Committees at the Capi¬ 
tals of all States and Union Territories including Delhi and 
prescribe their functions. (These public Vigilance Com¬ 
mittees may consist of 7 to 11 persons who are not 
associated with any political party and preferably con¬ 
sisting of retired Judges of the Supreme Court or High 
Courts, retired officers of high standing and prominent 
public men reputed for their independence and impartia¬ 
lity. Any member of the public should be at liberty to 
bring before this committee his complaint either perso¬ 
nally or by letter. The committee will consider the 
complaints so received and in respect of those regarding 
which it considers that further investigation is necessary, 
the committee may forward such complaints to the 
Central Vigilance Commission). 

(vii) collection of such statistics and other information as may 
be necessary. 

8. The Central Vigilance Commissioner shall be provided with 
such staff, in addition to the three directors, as may be necessary to 
enable him to discharge his responsibilities. The staff may include 
such number of legal advisers and technical advisers as may be 
necessary. 

DIRECTORATE OF GENERAL COMPLAINTS AND REDRESS 

9. This Directorate shall be in charge of an officer not below the 
rank of a Joint Secretary to Government who may be designated as 
Director of General Complaints and Redress. 

10. The Director of Complaints shall be appointed with the con¬ 
currence of the Vigilance Commissioner and shall be subordinate to 
the Vigilance Commissioner. 

11. It shall be the duty of the Director of Complaints to inquire 
into or investigate or cause an inquiry or investigation to be made 
into: 

(a) all complaints forwarded by the Committee on Petitions 
of the Lok Sabha and the Rajya Sabha; 

(b) all complaints forwarded by the public Vigilance Com¬ 
mittees; 

(c) all complaints forwarded by Members of Parliament; 

(d) other complaints in respect of matters falling within the 
purview of the Commission received in the Commission or 
which come to its notice in any other manner whatever, 
if they are, in his opinion, such as need to be investigated 
or inquired into. 
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Except in cases where the head of the department certifies that it 
is not in the interest of the security of the State to give the Director 
of Complaints access to any official records or to permit any official 
to give him any information contained in unpublished official records, 
he shall have— 

(a) access to official records; 

(b) the right of requiring any person, official or non-official, 
to give him any information including the production of 
documents; 

(c) of examining the persons on oath, after this power is given 
by law. 

12. The Director of Complaints may refuse to take up for investi¬ 
gation or inquiry a complaint if— 

(a) it relates to matters not included in the jurisdiction of the 
Central Vigilance Commission; 

(b) it is trivial, frivolous or lacking in good faith. 

13. The Director of Complaints will conduct his investigation in 
private and shall observe the strictest secrecy in respect of informer 
tion disclosed to him. 

14. The Director of Complaints shall be provided with adequate 
staff and sufficient number of investigating officers including techni¬ 
cal personnel to enable him to discharge his duties. 

15. The Director of Complaints may on taking up any inquiry or 
investigations first get the comments of the Ministry or Department 
or the official concerned. If he finds that the comments are satis¬ 
factory he shall intimate the complainant of the same, if there is a 
known complainant. Unless the complainant wishes to adduce 
further evidence he shall close the inquiry or investigation. If he 
finds that the comments of the Ministry or Department or the 
explanation of the official concerned are or is not satisfactory or if 
the complainant wishes to adduce further evidence he may carry on 
further inquiry or investigation until the complaint is found to be 
justified or dismissed as unjustified. 

IB. (1) If on completion of the investigation the Director of Com¬ 
plaints is of the opinion that the decision, recommendation, act or 
omission, which was the subject matter of investigation, is— 

(a) based wholly or partly on a mistake of law or fact; 

(b) wrong or contrary to law; 

(c) unreasonable, unjust, oppressive or unreasonably (impro¬ 
perly) discriminatory; 
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(d) the result of exercise of discretionary powers and that such 
powers had been exercised for improper purposes or on 
irrelevant grounds; 

(e) in accordance with a rule of law or provision of any enact¬ 
ment or practice, that is, or may be unreasonable, unjust, 
oppressive or improperly discriminatory; 

he may, after obtaining the approval of the Central Vigilance Com¬ 
missioner, report his opinion and his reasons therefor to the appro¬ 
priate department or organisation. In any such case, he may 
request the department or organisation to notify him within a 
specified time of the steps, if any, that are proposed to be taken 'on 
his opinion. He shall also send a copy of his report to the Minister 
concerned. 

(2) If within a reasonable time after the report Is made, no action 
is taken which seems to the Director of Complaints to be adequate 
and appropriate, he shall report the matter to the Central Vigilance 
Commissioner who, after considering the comments, if any, made by 
or on behalf of any department or organisation affected, may take 
action as provided for in sub-para (3) of para 6 and 'ub-para (iv) of 
para 7. 

(3) If on completion of the investigation, the Director of Com¬ 
plaints has reasons to believe that the act or omission, decision or 
recommendation, is the result of some corrupt practice or misconduct 
amounting to an offence punishable in law, he may make over the 
case to the Special Police Establishment for further investigation. 

(4) If on completion of the investigation, the Director of Com¬ 
plaints finds that the act or omission, decision or recommendation is 
the result of a misconduct of a nature that need not be investigated 
by the Special Police Establishment but which requires to be dealt 
with departmentally, he shall make over the case to the Director of 
Vigilance for such action as may be necessary. 

17. The Director of Complaints shall keep a watch over the action 
taken in regard to his recommendations except in cases made over 
to the Director of Vigilance or Special Police Establishment. 

DIRECTORATE OF VIGILANCE 

18. This Directorate shall be in charge of an officer of the rank 
not below a Joint Secretary to Government and shall be appointed 
with the concurrence of the Vigilance Commissioner. 

19. There shall also be one Chief Vigilance Officer in each 
Ministry/Department and Vigilance Officers in all Subordinate and 
Attached Offices and in all public sector undertakings. The Chief 
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Vigilance Officer may be of the rank of a Deputy Secretary and 
Vigilance Officers of a rank of Under Secretary or an equivalent 
rank. In the public sector undertakings the Vigilance Officer may 
be of such rank as may be decided by the Head of the undertaking 
in consultation with the Director of Vigilance. The Chief Vigilance 
Officers should be appointed in consultation with the Director of Vigi¬ 
lance and the Vigilance Officers in Subordinate and Attached Offices 
should be appointed in consultation with the Chief Vigilance Officer 
of the Ministry/Department. Any difference of opinion regarding 
the appointment of Chief Vigilance Officer should be referred to the 
Vigilance Commissioner and no person whose appointment as Chief 
Vigilance Officer is objected to by the Vigilance Commissioner should 
be so appointed. 

20. The duties and responsibilities of the Director of Vigilance 
shall be— 

(i) to co-ordinate and guide the activities of the Chief Vigi¬ 
lance Officers and other Vigilance Officers in the respective 

Ministries/Departments and to prescribe the duties of 
Vigilance Officers of all categories. 

(ii) to initiate periodical assessment of the extent and modes of 
corruption and the measures necessary to combat the same. 

(iii) to take such further action as may be necessary— 

(a) in the cases made over to him by the Director of Com¬ 

plaints; 

(b) in the cases referred to him by the Director of Special 
Police Establishment; 

(c) in cases relating to disciplinary offences that come to his 
notice otherwise. 

(iv) to determine the nature of disciplinary proceedings to be 
initiated and to initiate, conduct and complete such pro¬ 
ceedings in cases relating to Class I and II Government 
servants particularly those cases which may result in 
dismissal, removal, compulsory retirement or withholding 
of pension in full and the more important of such cases 
relating to Class III Government servants. 

(v) to refer for necessary action to the Ministry/Department 
concerned, with his advice, cases in which he considers 
thai it would be sufficient to impose a penalty lesser than 
dismissal, removal, compulsory retirement, or withholding 
of pension in full. 

(vi) to decide, on the report of the Central Police Organisation, 
whether a prosecution or departmental action should be 
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resorted to in the first instance and to issue the sanction 
for prosecution in cases in which it is decided that a prose¬ 
cution should be launched and where such sanction is 
necessary under the law. (In taking this decision he may 
consult the administrative Ministry/Department on such 
matters as he may consider necessary. If there is any 
difference of opinion in respect of any such matter between 
the Inspector General, Central Police Organisation and the 
Director, Vigilance or the Ministry or the Department con¬ 
cerned, a reference should be made to the Vigilance 
Commissioner for decision). 

(vii) to deal with cases taken to a court either by way of a writ 
or suit in matters arising out of disciplinary proceedings. 

21. The Chief Vigilance Officer and other Vigilance Officers, 
besides being the link between the Central Vigilance Commission 
and the Ministry/Department, should as at present continue to be 
the Special Assistants assisting the Secretary or the Head of the 
Department in combating corruption, misconduct and malpractices 
in the Ministry/Department. The Chief Vigilance Officer shall be 
responsible for co-ordinating and guiding the activities of other 
Vigilance Officers in the Attached and Subordinate Offices and other 
organisations for which his Ministry/Department is responsible to 
Parliament 

22. Whole time or part time assistance of a Deputy Superintendent 
of Police from the Central Police Organisation may be made avail¬ 
able to the Chief Vigilance Officer (s) of each or a convenient group 
of Ministries/Departments. 

23. A separate Inquiries Wing should be attached to the Directo¬ 
rate of Vigilance consisting of 3 to 5 Commissioners for Departmental 
Ihquiries whose function will be to hold inquiries in all disciplinary 
proceedings, initiated and conducted by the Director of Vigilance 
and such other cases as may be entrusted to them for inquiry with 
the concurrence of the Director. 

24. The Directorate of Vigilance should be provided with such 
staff as may be necessary. 

CENTRAL POLICE ORGANISATION 

25. The Special Police Establishment may form part of the Central 
Bureau of Investigation when the Central Bureau of Investigation 
is 6et up. A working arrangement may be evolved by the Central 
Vigilance Commissioner and the Chief of the Central Bureau of 
Investigation by which the Central Bureau of Investigation would be 
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obliged to take up all cases referred to it by the Central Vigilance 
Commission either for secret inquiries or for open investigation. 
The Delhi Special Police Establishment should consist of 3 wings, 
namely: 

(a) Secret Intelligence; 

(b) Investigation; 

(c) Prosecution. 

The duties of the Secret Intelligence Wing shall be— 

(1) to collect information in secret about corruption and other 
malpractices on the part of public servants; 

(2) to assist the Director of General Complaints and Redress 
in confidential inquiries of any kind. 

The duties of the other two wings should continue to be what they 
are at present. 

26. Till such time as the Central Bureau of Investigation is consti¬ 
tuted the Special Police Establishment may form part of the Central 
Vigilance Commission. 



(ANNEXURE VI—C) 

ANNEXURE II 

SCHEME OF CENTRAL VIGILANCE COMMISSION AS 
APPROVED BY THE GOVERNMENT 

The Organisation may be called the “Central Vigilance Com¬ 
mission”. 

2. The Commission may for the present be attached to the Minis¬ 
try of Home Affairs. 

3. The Central Vigilance Commission will have jurisdiction and 
Dowers in respect of matters to which the executive power of the 
Union extends, 

(i) to undertake any inquiry into any transaction in which 
a public servant is suspected or alleged to have acted for 
an improper purpose or in a corrupt manner; 

(ii) to cause an inquiry or investigation to be made into— 

(a) any complaint that a public servant has exercised or 
refrained from exercising his powers for improper or 

corrupt purposes; 

(b) any complaint of corruption, misconduct, lack of inte¬ 
grity or other kinds of malpractices or misdemeanour 
on the part of a public servant including members of 
the All India Services even if such members are for 
the time being serving in connection with the affairs 
of a State Government; 

(It will be necessary to amend, in consultation with the 
State Governments, the relevant rules under the All 
India Services Act in order to bring the members of 
those Services under the purview of the Commission). 

(iii) to call for reports, returns and statements from all 
Ministries/Departments/undertakings so as to enable it 
to exercise general check and supervision over the vigil¬ 
ance and anti-corruption work in the Ministry/Department 
/undertaking; 

{iv) to take over under its direct control such complaints, in¬ 
formation or cases as it may consider necessary for further 
action which may be either: 
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(a) to ask the Central Bureau of Investigation to register 
a regular case and investigate it, or 

(b) to entrust the complaint, information or case for 
inquiry— 

(1) to the Central Bureau of Investigation : 

(2) to the Ministry/Department/undertaking concerned; 

(v) in cases referred to in paragraph (iv)(b) above, the report 
of the inquiry will be forwarded to the Commission so 
that on a consideration of the report and other relevant 
records, it may advise the concerned Ministry/Department 
/undertaking as to further action; 

(vi) the Central Bureau of Investigation will forward to the 
Ministry of Home Affairs through the Vigilance Commis¬ 
sion the final report in all cases investigated by the Bureau 
in which it considers that a prosecution should be launch¬ 
ed, provided that sanction for such prosecution is required 
under any law to be issued in the name of the President; 
and the Bureau will simultaneously send a copy to the 
Ministry/Department/undertaking concerned for' any 
comments which it may wish to forward to the Commis¬ 
sion; 

(vii)(a) the Commission will advise the Ministry of Home Affairs 
after examining the case and considering any comments 
received from the concerned Ministry/Department/ 
undertaking, whether or not prosecution should be sanc¬ 
tioned. (Orders will, thereafter, be issued by the Minis¬ 
try of Home Affairs in whom the power to accord such 
sanction will be vested); 

(b) in cases where an authority other than the President is 
competent to sanction prosecution and the authority 
does not propose to accord the sanction sought for b* 
the Central Bureau of Investigation the case will be 
reported to the Vigilance Commission and the authority 
will take further action after considering the Commis¬ 
sion’s advice; 

(viii) the Commission will have the power to require that the 
oral inquiry in any departmental proceedings except in 
petty cases, should be entrusted to one of the Commis¬ 
sioners for Departmental Inquiries. (A suitable number 
of Commissioners for Departmental Inquiries will be at¬ 
tached to the Central Vigilance Commission); 

lix) the Commission will examine the report of the Commis¬ 
sioner for Departmental Inquiries, which will in all cases 
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be submitted by the Commissioner for Departmental In¬ 
quiries to the Central Vigilance Commission, and the 
Commission will forward the record of the case to the 
appropriate disciplinary authority with its advice as to 
further action; 

(x ) in any case where it appears that discretionary powers had 
been exercised for improper or corrupt purposes the Com¬ 
mission will advise the Ministry/Department/undertaking 
that suitable action may be taken against the public 
servant concerned; and if it appears that the procedure 
or practice is such as affords scope or facilities for cor¬ 
ruption or misconduct the Commission may advise that 
such procedure or practice be appropriately changed, or 
changed in a particular manner; 

(xi) the Commission may initiate at such intervals as it con¬ 
siders suitable review of procedures and practices of 
administration in so far as they relate to maintenance of 
integrity in administration; 

(xii) the Commission may collect, such statistics and other in¬ 
formation as may be necessary. 

(xiii) the Commission may obtain information about action 
taken on its recommendations; 

(xiv) the Commission will submit an annual report to the 
Ministry of Home Affairs about its activities drawing 
particular attention to any recommendation made by it 
which had not been accepted or acted upon; and the report 
will be laid by the Ministry of Home Affairs before each 
House of Parliament. 

4. The Central Vigilance Commission will be provided with such 
staff as may be necessary for the proper discharge of its duties and 
responsibilities. The staff may include such number of legal advi¬ 
sers and technical officers as may be necessary. 

5. The head of the Commission— 

(a) may be designated “Central Vigilance Commissioner”; 

(b) be appointed by the President by warrant under his hand 
and seal; 

(c) be removable in the same manner as the Chairman or 
Member of the Union Public Service Commission; 

(d) may hold office for a term of six years or till he attains 
the age of 65 whichever is earlier. 

(e) on ceasing to hold the office of Central Vigilance Commis¬ 
sioner, be ineligible for any further employment under 
the Union or State Governments or for holding any poli-. 
tical public office; 
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(f) for the present be of the status of a Secretary to Gove "h- 
ment but in the exercise of his powers and functions not 
subordinate to any Ministry/Department; 

(g) by convention, be for the present given the same measure 
of independence and autonomy as the Union Public Ser¬ 
vice Commission. 

Note :—It is considered necessary that the best person available, 
irrespective of his age, should be appointed the first Vigi¬ 
lance Commissioner and that Government should a lto 
have the freedom to determine his tenure. So the condi¬ 
tions laid down in clause (d) of para 5 may not be observ¬ 
ed in the first appointment. Even for future appointments, 
clause (d) may have to be modified after further consi¬ 
deration. 

6. The Central Vigilance Commissioner will be responsible for 
the proper performance of the duties and responsibilities assigned 
to the Commission and for generally coordinating the work of and 
advising the Ministries/Departments/undertakings in respect of all 
matters pertaining to maintenance of integrity in administration. 

7. There will be one Chief Vigilance Officer in each Ministry/ 
Department and Vigilance Officers in all subordinate and attached 
offices, and in all public sector undertakings. The Chief Vigilance 
Officer may be at least of the rank of a Deputy Secretary and Vigi¬ 
lance Officers at least of a rank of Under Secretary. In the public 
sector undertakings the Vigilance Officer may be of such rank as 
may be decided by the head of the undertaking in consultation with 
the Central Vigilance Commission. The Chief Vigilance Officers, 
should be appointed in consultation with the Central Vigilance Com¬ 
mission and the Vigilance Officers in subordinate and attached offices 
should be appointed in consultation with the Chief Vigilance Officer 
of the Ministry/Department. No person whose appointment as 
Chief Vigilance Officer is objected to by the Vigilance Commissioner 
should be so appointed. 

8. The Chief Vigilance Officer and other Vigilance Officers, 
besides being the link between the Central Vigilance Commission 
and the Ministry/Department, should, as at present, continue to be 
the special assistants to the Secretary or the Head of Department/ 
undertaking in combating corruption, misconduct and malpractices 
in the Ministry/Department/undertaking. The Chief Vigilance 
Officer will be responsible for coordinating and guiding the activi¬ 
ties of other Vigilance Officers in the attached and subordinate 
offices and other organisations for which his Ministry/Department 
is responsible to Parliament. 
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9. Whole-time or part-time assistance of a Deputy Superintendent 
of Police from the Central Bureau of Investigation may be made 
available to the Chief Vigilance Officer(s) of each or a convenient 
group of Ministries/Departments/undertakings. 

10. The Central Vigilance Commissioner will have the power to 
assess the work of the Chief Vigilance Officers and Vigilance Offi¬ 
cers and the assessment will be recorded in the character rolls of 
the Officers. 

11. The Central Vigilance Commission will take the initiative in 
prosecuting persons who are found to have made false complaints 
of corruption or lack of integrity against public servants. 



ANNEXURE Vtt 


DIRECTORATE GENERAL, SUPPLIES AND DISPOSALS 


We have examined the scope, mode and extent of corruption in 
the Directorate General of Supplies and Disposals. We also had a 
discussion with the Director General of Supplies and Disposals and 
had considered a detailed note prepared in consultation with the 
Director-General. We were not in a position to make a very thorough 
and detailed study of the working and procedures and we had 
necessarily to confine ourselves to certain matters of general im¬ 
portance. 

Our assessment as regards the scope and modes of corruption in 
this Organisation is as stated below: 

1. Registration of firms .—There is scope for corruption in— 

(a) determining whether the particulars furnished and the 
answers given to the questions in the application forms 
are definite or evasive or disclose the firms’ suitability or 
unsuitability; 

(b) deciding whether an inspection report about the applicant’s 
capacity and suitability should be obtained or not; 

(c) the Inspector reporting on the firms’ capability and in pas¬ 
sing the laboratory tests; 

(d) the maintenance of records, particularly; 

(i) the list of registered suppliers showing the stores for 
which each supplier is registered, 

(ii) the list of firms whose registration has been refused, 
who have b “en dropped or removed, 

(iii) the list of firms against whom penal action has been 
taken and list of firms whose performance has been 
unsatisfactory. Failure to maintain up-to-date these 
records is likely to result in orders being placed with 
unapproved firms or firms whose performance has not 
been satisfactory or firms which have been removed 
from the approved list or to which registration is 
refused or who.:? pioposal for registration had been 
dropped or firms ngainst which penal action naa been 
taken. 
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2. Initiation of Procurement Action : 

(i) An advance intimation of the indent requirements and 
leakage of indentors’ estimated value to a friendly firm, 
affords them greater opportunity in the preparation of 
their quotation vis-a-vis other parties who will come to 
know of the requirements as and when the Invitation to 
Tender is issued. Sale and purchase of this type of in¬ 
formation is a possible type of corruption. There have 
been cases where the contractors have been found to be in 
possession of complete irlformation about the requirements 
and value even before the indent was received in the office 
of the D.G.S. & D. This means that the interested con¬ 
tractors also maintain a close liaison with the indenting 
departments. 

(ii) Avoiding of strict scrutiny of technical particulars. (This 
may result in favoured treatment to favourite firms). 

(ii) Failure to explore all alternative sources of supply. 

(iv) In respect of development indents, Government affords 
certain facilities such as the Government guarantees of 
an annual minimum off-take for a number of years, fixa¬ 
tion of higher prices on the ground of higher cost of pro¬ 
duction during the development period, assurance of assis¬ 
tance in respect of import licences and allotment of raw 
materials, relaxation of specifications, assurance of finan¬ 
cial assistance and endorsement of time-schedule of pro¬ 
duction. The powers to decide the extent and nature of 
facilities to be given affords scope for corruption and other 
malpractices. 

3. Purchase 

(i) Tender forms are sometimes not made available to all 
possible competitors, thereby reducing the field of com¬ 
petition and enabling the favourite firms to obtain the 
contract. 

(ii) Advertisement can be dispensed with in case of urgency. 
The power to decide whether advertisement should be dis¬ 
pensed with gives scope for corruption. 

(iii) Inquiries have to be made from all registered suppliers 
when advertisement is dispensed with. Instances where 
this has not been done have come to notice. There is scope 
for corruption at this point. 

(iv) No invitation to tender should ordinarily be issued to a 
firm which is not on the approved list. But such firms 
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could also be invited to tender for exceptional reason^. 
The discretion to make a departure from the general rule 
affords scope for corrupt practices. 

(v) Procurement of stores from abroad can be resorted to in 
cases where the circumstances do not permit indigenous 
procurement or if the indigenous stores, if available, are 
not produced in sufficient quantity or are not of accept¬ 
able quality. Availability of after sale service facilities is 
an essential condition for making purchases abroad. The 
power to decide that circumstances do not permit indi¬ 
genous procurement of required stores or that the indi¬ 
genous stores, if available, are not produced in sufficient 
quantity or of acceptable quality and to procure stores 
from abroad even where adequate after-sale facilities are 
not available provide scope for corrupt practices. 

4. Extension of opening date of tenders : 

The tenderers are allowed reasonable time for preparation and 
submission of their tenders. Sometimes requests for extension of 
the opening date of tenders are made and such requests are dealt 
with by purchase officers who may, use their discretion in such a 
way as to accommodate some friendly firms and thereby enable them 
to participate in the competition or reject the request and throw 
the firm out of the field. Corruption Is possible at this point. 

5. Opening of tenders: 

In cases where the estimated value of the indent is less than 
Rs. 5,000/- quotations received against invitation to tender are not 
opened in public. The purchase officer is required to assign a serial 
number to each of the tenders received, initial each page of the 
tender, encircle the pFiees and other' important terms, render an 
account of the covers comprising of prices and Nil quotations received 
and then hand over the file containing the tenders personally to 
the Section Officer concerned. The 4epartmenf have stated that the 
possibility of making any alterations during the interval between 
the opening of tenders and actual handing over to the section cannot 
be ruled out altogether. However it appears that the number of 
such small valued contracts is already not large and is being further 
reduced with greater, emphasis on bulking of indents and issue of 
consolidated inquiries and that tenders are required to be opened in 
the presence of tenderers or their representatives and the rates and 
conditions etc. quoted therein are required to be read out 

6. Interpolation of tenders: 

A few Instances of interpolation in tenders have com e to notice. 
It appears that even in cases where tenders are required to be 



232 

opened in the presence of the tenderers or their representatives and 
the rates quoted and other terms and conditions are required to be 
read out, these requirements are ignored and the favourite tenderer 
is allowed to make alterations. It has been reported that suitable 
preventive steps have been prescribed. 

7. Decision on tenders: 

1. Tender decision or awarding of contracts constitutes a crucial 
stage. Normally a contract is awarded to the firm quoting the 
lowest rate, but lowest tender can be ignored— 

(a) if the stores offered do not strictly conform to the requisite 
specification; 

(b) if the past performance of the firm in question is unsatis¬ 
factory; 

(c) if the delivery period offered by the tenderer does not 
fit in with the one given by the indentor in the indent. 

The discretionary power to reject the lowest tender on 
one or more of the grounds stated above may be abused 
for.improper or corrupt purposes. 

2. Minor deviations from the specification stipulated in the invi¬ 
tation to tender can be got rectified but it is difficult to define in 
precise words the difference between minor and major deviations 
and the power to decide whether a particular deviation is minor or 
major gives scope for the exercise of the power for an improper or 
corrupt purpose. 

3. After opening the tenders, negotiations are carried on with 
the contractors, who quoted higher prices, to persuade them to reduce 
their quoted prices. There is scope for corruption in selecting the 
parties for such negotiations and in the actual conduct and con¬ 
clusion of such negotiation. 

4. The power to accept a late tender provides scope for corrup¬ 
tion. The scope is greater in cases where an indigenous manufac¬ 
turing firm is assisted to submit late tenders by keeping the price 
within the permissible ceiling of price preference shown to such 
firms. It is stated that the procedure in regard to late tenders has 
since been considerably tightened and that under the new procedure 
the admittance, consideration and acceptance of Late Tenders, re¬ 
quires reference to and sanction of the highest authority. 

8. Contracts: There is scope for corruption in— 

(a) deciding that a change proposed to be made in the stan¬ 
dard form of contract is not important and has no appre¬ 
ciable financial application; 
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(b) stipulating price and quality inspection; 

(c) entering into a contract with uncertain or indefinite liabi¬ 
lity or with any condition of an unusual character; 

(d) deciding the financial standing and the capability of a firm 
before acceptance of the tender of that firm; 

(e) accepting price variation clauses and escapes over cost of 

raw material; ' 

(f) reserving the right to examine the books of account of the 
firm; 

(g) accepting tenders of engineering firms which include ab¬ 
normal oonditions and wage-escalator; 

(h) determining ceilings where provisional prices are quoted; 

(i) certifying the capacity of an unregistered firm and accep¬ 
tance of the certificate; 

(j) determining the last purchase price “in the latest contract 
of a magnitude similar to the proposed purchase” and 
entering into contracts at rates higher than the last pur¬ 
chase price; 

(k) ignoring the offer of a registered firm on the ground of 
unsatisfactory performance, in selecting the firms with 
which contracts are to be entered into; 

(l) selecting stores, fixation of time and current capacity of 
tenderers, location of stock, quantity of stock to be main¬ 
tained by the contractor at each important centre in India 
and the time and date of replenishment of stores, the 
portion of manufacturing capacity to bo reserved by a 
manufacturer for allocation to Government in cases where 
a rate and running contract is entered into; 

(m) determining the quantum of price preference and conti¬ 
nuance of price preference; 

(n) preparing the list of stores in respect of which price pre¬ 
ference is to be given. 

9. Performance of contracts: There is scope for corruption in— 

(a) determining the period within which the contract should 
be executed; 

(b) extending the time of performance; 

(c) deciding the necessity for pre-despatch inspection; 

(d) sanctioning of modifications in the specifications when 
firms are reported by the Inspecting Officers to be unable 
to supply stores strictly in accordance with the samples 
or specifications; 
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(e) deciding whether liquidated damages should be imposed 
and if so, how much; 

(f) determining the initial price where the contract was placed 
on a provisional price; 

(g) in giving effect to price variation clauses'. 

Instances of acceptances of false invoices and quota¬ 
tions in respect of the claims for price variation have come 
to notice; 

(h) in making payments; (accumulation of cases for finalisation 
and delay in making payments compel contractors to adopt 
unfair and illegal practices); 

(i) reporting on performance of contractors; 

(j) deciding whether penal action should be taken. 

10. Disposals Wing: 

(i) The possibilities for corrupt practice in the Disposals Wing 
lie in— 

(a) diversion of stores to private hands as a result of ignoring 
the demands of departments other than those which dec¬ 
lare the surplus or the demands of the State Governments; 

(b) fixing reserve price; 

(c) alteration of reserve price on the ground of discovery of 
a mistake; 

(d) deciding to advertise at lower or higher reserve prices; 

(e) fixing guiding price; 

(f) reducing guiding price; 

(g) acceptance of or approving acceptance of bids below- 
guiding price; 

(h) deciding to start negotiations and actual conduct of nego¬ 
tiations; 

(i) deciding that— 

(i) the goods are obsolete or likely to become so in the 
near future; 

(ii) spare parts are either not available at all or are not 
available in sufficient quantity; 

(iii) the cost of re-conditioning, where it is necessary, will 
be excessive as compared with the cost of new pro¬ 
duction, or labour and or capacity is not available for 
the re-conditioning to be undertaken; 
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(iv) transport to bring the goods within the reach of pros¬ 
pective purchasers is either not available or the charges 
would be excessive; 

(v) storage facilities are either not available or the charges 
of storage would be excessive in relation to the cost 
of new production; 

(vi) the material is liable to deteriorate during storage; 

(vii) there is no commercial demand for a store in the form 
in which it is thrown up for disposal and therefore 
the stores should be reduced to its components. 

(ii) An understanding between the bidder and the stock-holder, 
with a view to cheat the Government, can cause considerable loss 
to the Government. This may be done by substitution and delivery 
of the material other than that which was actually auctioned. 

(iii) Leakage of reserve guiding price below which the stores 
cannot be sold in auction can help the firms to a great extent. 

(iv) The absence of brisk and competitive bidding at the auction 
should alert a shrewd officer to detect signs of ring formation. How¬ 
ever, he may out of improper or corrupt motives, ignore the obvious 
indications. It is also possible that the officers in charge of an 
auction or the auctioneer may enter into some sort of an arrange¬ 
ment with the bidders. 

11. Inspection Wing: The possibilities of corruption in this Wing 
are in— 

(a) certifying the products and capability after inspecting 
firms which apply for registration; 

(b) advising indentors regarding suitability of particular stores 
for their requirements; 

(c) inspecting raw materials used in the process of production 
of indigenously manufactured stores; 

(d) checking and testing of indigenously produced stores at 
various stages of manufacture; 

(e) inspection of stocks to be supplied against rate and Tun¬ 
ing contracts; 

(f) sanctioning “minor modifications” not involving alteration 
in price; 

(g) scrutinising indents, tenders and orders to be placed; 

(h) delaying inspections: 

The firms are not entitled to get payment unless the 
material is inspected and despatched. Delay in inspection 
results in blocking up of firms’ money as well as storage 
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space. Delaying inspections may constrain the supplier 
to adopt unfair and illegal practices. It is also not un¬ 
likely that delayed inspection is purchased by suppliers 
in contracts where time is the essence and thereby avoid 
the disadvantageous consequences of failure to make sup¬ 
plies in accordance with the time schedule. 

fi) acceptance of stores by the Inspectors: 

The actual inspection of the stores including inspection at 
different stages or production affords opportunities for 
corrupt practices. Favours are also shown during inspec¬ 
tion by passing and accepting goods which are not strictly 
in accordance with the specifications laid down in the 
accepted tenders. At times, mala fide intentions are at the 
root of too rigid inspections and undue insistence on ob¬ 
servance- of “Quality Control”. In respect of rejected 
goods favours are shown by not applying the penalty 
clause. Favours are shown and pecuniary advantage is 
caused to suppliers by not strictly applying all the terms 
of the contract or by giving wrong certificates about com¬ 
pletion of inspection or actual despatch of goods. 

(j) fixation of reduction in price for non-supply of stores con¬ 
forming to specification: 

If the material tendered by the firm does not conform to 
specification, the Inspector may recommend the quantum of 
reduction on account of deviation if specification falls 
within the purview of Inspection Wing and offers scope for 
malpractices. 

(k) contractor’s manipulation to get imported stores rejected: 

The acute shortage of foreign exchange and the consequen¬ 
tial difficulty in issue of import licences is well-known. 
Some unscrupulous firms are, therefore, keen to get the 
Imported material offered for inspection rejected by the 
Inspectorate so that the same can be retained by them for 
their use. This situation is capable of being axploited by 
the inspecting officer for personal gain. 

(1) giving technical advice on tenders: 

Normally none of the firms would be able to offer stores 
in respect of plant and machinery items, which would be 
in full conformity with the indent specification. In such 
cases the Inspection Wing scrutinises the offers for choosing 
an offer nearest to the requisite specification. In such 
cases, it may be possible for the officer concerned to favour 
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the offer of any particular firm against those of the others 
highlighting the advantages of the offer recommended by 
him. 

The Committee had provisionally formulated certain recommen¬ 
dations and after obtaining the comments of the Directorate con¬ 
sidered the comments and the related aspects of the problem. We 
fully recognise the necessity of the Directorate General, Supplies & 
Disposals to live upto its motto of delivering the goods. This neces¬ 
sarily means that the discretionery powers of the officers in this 
organisation cannot be radically reduced without affecting the effi¬ 
ciency of the organisation. We have therefore framed our recom¬ 
mendations keeping this consideration in view. Our recommenda¬ 
tions are: 

(1) It is desirable to afford an opportunity for the represent 
tatives of Chambers of Commerce and of reputed trade 
journals to be present at the time of opening tenders. 

(2) Where tenders are less than three in number, or no repre¬ 
sentatives are present, tenders should be opened in the 
presence of more than one officer. 

(3) The tenderers should be asked to intimate even at the time 
of submission of their tenders the names of the repre¬ 
sentatives who would be present at the time tenders are 
opened. However, if a tenderer fails to do so and submits 
the name later, permission need not be refused. The 
Vigilance Officer should be informed about such subse¬ 
quent applications. 

(4) When the tenders are opened and read out, conditions, if 
any, stipulated by tenderers should also be read out. 

(5) Tender forms should be so devised that the quotation re¬ 
garding particular items and the price quoted in respect 
thereof may be easily detachable and pasted on the tabular 
statement. This may be done either by asking for sub¬ 
mission of tenders in duplicate or triplicate or by the 
tender forms having counterfoils of the appropriate 
columns, which could be detached and pasted to the tabular 
statement. In any case, comparative tabular statements 
should be prepared on the spot immediately after opening 
of the tenders. 

(6) The processing of the tender should be done by an officer 
other than the one who opened it. 

(7) Officers of the Directorate General, Supplies and Disposals 
should be strictly prohibited from meeting business men or 
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the tenderers, or their representatives outside office pre¬ 
mises. Whenever a meeting takes place either in office or 
at any place outside the office, the officer concerned should 
immediately record a note on the file or a note for being 
kept on the file. He should also maintain a diary showing 
the names of the persons who meet him, and the subject 
of the discussion and other relevant particulars. This 
diary should be inspected by superior officers periodically. 

(8) A Cell should be established both at Headquarters and at 
regional offices consisting of subject-matter specialists, 
technical and accounts officers for the purpose of conduc¬ 
ting a continuous and concurrent audit of performance. 

(9) A categorisation of the different functions of the organi¬ 
sations should be made on the basis of subjects that are 
better left to be decided by individual officers, so that 
there is no scope for blurring of responsibility in respect 
of such matters, and subjects that are better decided by 
a committee. In respect of the former, a system of review 
of the decisions taken and the discretion exercised should 
be instituted, the review being conducted by superior 
officers. The actual categorisation should be made by 
the head of the organisation. 

(10) Suitable arrangements may be made for random check 
of— 

(i) reports regarding capacity of firms applying for re¬ 
gistration; 

(ii) reports about suitability of raw material used and 
manufacturing process in respect of stores obtained 

underrate or running contracts or stores in respect of 
which pre-delivery inspection is dispensed with; 

(iii) stores passed or rejected after inspection; 

(iv) performance of firms selected for encouragement in 
respect of development indents and utilisation of faci¬ 
lities given; 

(v) stores reported as surplus; 

(vi) supervision of auctions for disposal of surplus stores 
and delivery thereof to the auction purchaser. 

The Head of the organisation should keep with him confidentially 
a list of officers of undoubted integrity and he may entrust the 
random check in respect of matters referred to above to officers from 
out of that list selected for the occasion. 
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(11) An officer of at least the rank of a Deputy Secretary should 
be the Chief Vigilance Officer of this organisation. He 
should be posted in the Directorate General of Supplies 
and Disposals. The duties and responsibilities of the Chief 
Vigilance Officer should be such as may be prescribed by 
the Head of the Organisation for the purposes of preven¬ 
tion of corruption, detection of mal-practices and main¬ 
tenance of integrity. Vigilance Officers should also be 
appointed in the Regional offices and in the Supply Mis¬ 
sions stationed abroad. 

(12) There should be close cooperation between the D.G.S. & D. 
and the Special Police Establishment. There should be a 
regular system of exchange of information regarding— 

(a) big transactions of a value of cost less than Rs. five 
lakhs as soon as a decision is taken to initiate action 
for purchase or disposal; 

(b) all negotiated contracts of a value of Rs. 1 lakh as 
soon as a decision to enter into negotiations is taken. 

The Special Police Establishment should also be furnished with 
copies of the reports made by the officer or the team entrusted with 
random checking as recommended in para (9) above. 

(13) Suitable arrangements should be made to control and re¬ 
gulate entry of persons having or likely to have official 
dealings with the organisation. 

(14) A public relations officer may be appointed to deal with 
routine public inquiries and of inquiring representatives 
of firms in regard to business of this organisation, so that 
there may be no ‘sale of information’. 

(15) The D.G.S. & D., the heads of the Regional offices, the 
Chief Vigilance Officer should make suitable arrangements 
to meet representatives of the Trade Organisations, to 
ascertain the difficulties of the suppliers and take steps 
to remove the same. These officers should also set apart 
a specific time on any specified day during which any 
person having any difficulty or complaint may meet them 
openly and state his difficulty or complaint for redress. 

(16) It should also be examined whether it would be feasible to 
associate in an advisory capacity representatives of the 
Trade Associations in the work of this organisation and 
if so in what matters. 
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(17) The D.G.S. & D., and the Chief Vigilance Officer should 
take suitable steps to ensure that the work in the organi¬ 
sation particularly in the finalisation wing is not delayed. 

We hope that the Central Vigilance Commission will undertake 
a more detailed study of the working and procedures of this organi¬ 
sation and suggest measures necessary to prevent corruption in this 
organisation 



ANNEXURE VHI 


DIRECTORATE GENERAL OF TECHNICAL DEVELOPMENT 
(FORMERLY DEVELOPMENT WING) 

The Development Wing was set up in the year 1951. It is a 
technical organisation and its primary function is to assist and advise 
in the formulation of industrial plans and in securing regulated 
development of industries in the private sector. 

The main functions of the Development Wing are :— 

(i) Assisting in the planning and development of industries 
to secure a well balanced and properly coordinated pat¬ 
tern of industrial economy with a view to: 

(a) securing increased production of those articles and com¬ 
modities, the present production of which is insufficient 
to meet the country’s demand; 

(b) diversifying the production activities to meet the coun¬ 
try’s requirements in various sectors; 

(c) ensuring improvement in the quality of products and 
the maximum economy in their cost of production; 

(d) arranging for supply of technical know-how, and foreign 
collaboration, where necessary, taking advantage of the 
facilities offered by the Colombo Plan, T.C.M. etc. 

t 

(ii) Scrutiny of applications, received under the Industries 
(Development and Regulation) Act, 1951 for establishing 
new industrial units or for effecting substantial expan¬ 
sion of existing production units and the preparation of 
summaries for consideration of the Licensing Committee. 

(iii) Assistance to industries in the procurement of raw mate¬ 
rials, essential building materials like steel and cement, 
capital goods, fuel, electric power, transport facilities such 
as railway wagons and tank-cars etc. 

<iv) Assisting various Government organisations like Indus- 
dustrial Finance Corporation, National Industrial Deve¬ 
lopment Corporation etc. in giving loans to the industries 
and in scrutinising the applications received for loans 
from the industrial units. 
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(v) Recommendations regarding: 

(a) formulation of import and export policies; 

(b) applications for licences for import of industrial raw 
materials, capital goods etc.; 

(c) Tariff protection; 

(d) regulation of import and export duties and quotas; 

(e) training of technical personnel overseas etc.; 

(f) formation of targets for various industries for Five- 
Year Plans together with submitting notes on the latest, 
position of various industries. 

(vi) Allocation of: 

(a) pig iron, coal and coke to all central list foundaries; 

(b) steel for private Industrial Development (PID) and IMP 
quotas; 

(c) Cement for Private Industrial Development (PID)> 
quotas. 

(vii) Issue of: 

(a) Licences for the import and export of machine tools; 

(b) certificates of exemption from payment of customs: 
duty on scientific equipment and appliances not manu¬ 
factured in India; 

(c) steel quota certificates for industrial units in the private 
sector. 

(viii) Investigation and development of indigenous sources of 
supply of stores, so far imported either wholly or even 
partially from abroad. 

(ix) Promotion of exports of engineering and non-engineering; 
goods. 

(x) Compilation of industrial data: 

(a) Collection and compilation of industrial data relating 
to installed capacity, actual production, employment 
position, stocks, prices etc.; 

(b) Supply of factual and other information to the Ministry 
of Commerce and Industry on various other matters like 
G.A.T.T. items, tariff bills, Parliament Questions, perio¬ 
dical (annual, quarterly and monthly) reports on indus¬ 
trial development etc. 
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(xi) Working of the Non-Ferrous Metals Control Order, 1958. 

(xii) Guiding the work of the Development Councils formula¬ 
ted under the Industries (Development and Regulation) 
Act and performing the work of the Secretariats of various 
Development Councils. 

The field of activity of the Development Wing is wide. The 
scope for patronage is vast, particularly in relation to the follow¬ 
ing:— 

(i) Scrutiny of applications, received under the Industries 
(Development and Regulation) Act, 1951 for establishing 
new industrial units or for effecting substantial expansion 
in existing production units and the preparation of sum¬ 
maries for consideration of the Licensing Committee. 

(ii) Assistance to industries in the procurement of raw mate¬ 
rials, essential building materials like steel and cement, 
capital goods, fuel, electric power, transport facilities 
such as railway wagons and tank-cars etc. 

(iii) Assisting various Government organisations like Indus¬ 
trial Finance Corporation, National Industrial Develop¬ 
ment Corporation, etc. in giving loans to the industries 
and in scrutinising the applications received for loans 
from the industrial units. 

<iv) applications for licences for import of industrial raw 
materials, capital goods etc. 

(v) Tariff protection. 

<vi) Allocation of: 

(a) pig iron, coal and coke to all central list foundries; 

(b) steel for Private Industrial Development (PID) and 
I.M.P. quotas; 

(c) cement for Private Industrial Development (P.I.D.) 
quotas. 

<vii) Issue of: 

(a) Licences for the import and export of machine tools; 

(b) certificates of exemption from payment of customs duty 
on scientific equipment and appliances not manufactured 
in India; 

(c) steel quota certificates for industrial units in the private 
sector. 
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(viii) Investigation and development of indigenous sources of 
supply of stores, so far imported either wholly or even, 
partially from abroad. 

A measure of the Development Wing’s activities may be had from 
the following: — 


Numb# of schemes No. of licences No. of licences Value ol appli- 
submitted by issued by the for import & cations cleared, 
entrepreneurs Wing as licens- export from for import of 

sdrutinised ing authority actual users capital goods 

for machine scrutinised and (in crores of 
tools recommended Rupees) 

for issue of 
licences 


I 



2 

3 

4 

5 

1959-60 

• 

. 

1,987 

4.177 

86,572 

96-8 

1960-61 

• 

• 

2.449 

4.528 

82,394 

152 80 

1961-62 

• 

• 

2,420 

4.184 

84,072 
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We consider that there is not much scope for malpractices in. 
matters relating to planning industrial targets and formulation of 
import polices as the decisions in respect of these matters are taken, 
at a very high level. However, it has to be noted that the advice of 
the Development Wing is given considerable weight. It will be neces¬ 
sary to exclude the possibility of successful lobbying and other types, 
of “persuasion, pressure and influence”. The industries in the country 
could be broadly divided into two categories, namely— 

(1) Industries with large capital structure involving import 
of plant and machinery of considerable value and raw mate¬ 
rials in large quantity. Such industries are usually concen¬ 
trated in a few hands and it appears they are called “octo- 
poid industries.” 

(2) Industries concerned with the production of consumer 
goods. Such industries are run by companies, public or 
private, or individuals and is not so concentrated as the 
industries of the first category. 

The industries of the first type would, for various reasons, be in¬ 
terested in maintaining scarcity conditions. Lobbying by such in¬ 
terests to keep the targets low cannot be excluded. In regard to the 
second category of cases, it may be stated that, since there are too 
large a number of persons interested in such industries, concerted 1 
pressure and influence from individual sources is practically neglible, 
though perhaps not non-existent. The real difficulty in fixing targets. 
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for the second category of industries is that reliable data of production 
and consumption may not be available and, therefore, there would 
be considerable elbowroom for the Technical Adviser who formulates 
the estimates. On the extent of the ability of such industries to act 
in concert would depend the scope and intensity of lobbying. 

The main responsibility for scrutiny of industrial schemes which 
require a licence under the Industries (Development and Regulation) 
Act falls on the Development Wing. The present practice is lhat 
applications are submitted in the prescribed forms. (Form ‘D’ for 
new units, Form ‘E’ for substantial expansion and manufacture of 
new articles and Form ‘EE’ for regularisation under the Industrial 
(Regulation and Development) Act. There iB no time limit pres¬ 
cribed for making applications and they are considered as and when 
received. Technical advice is obtained from the Development Wing, 
the Director of Industries of the States in which the unit is proposed 
to be located and through the Textile and Jute Commissioners if the 
application relates to textiles or jute. The principal role is that of 
the Development Wing. The particulars furnished in the applica¬ 
tions may in fact be inadequate or may be considered to be inadequate 
by the Development Officer concerned who in either case may call 
for additional information from the party or ask the applicant or his 
representative to have personal discussion. It is possible that the 
Development Officer or other officials concerned could make one 
applicant helpless by asking for impossible information and also help 
another by passing on to him particulars which will make his pro¬ 
posals the best of the lot. The case of the favoured applicant may 
be processed quickly awhile the less fortunate applicants continue 
to be pressed for additional information till finally they are told that 
enough capacity has been licenced. 

The Development Wing also tenders advice to the applicant regard¬ 
ing location of the undertaking, diversification of the range types of 
products taking into account the availability of raw materials, choice 
of manufacturing process, economic size of the operations and the 
importance of the items in the light of plan priorities. While it may 
not be practicable to dispense altogether with the process of asking 
for additional information or holding personal discussions notice has 
to be taken of the fact that the process provides for corruption and 
other types of malpractices. Some of these are-- ■' ■ 

(a) the applf&nt or his representative will come into close 
personal contact with the officer dealing with the matter 
and this will provide an opportunity, at least in some cases, 
for other irrelevant and improper factors to come into 
play; 
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(b) there may be more than one applicant seeking a license 
for the same item. The claims of the different applicants 
may be more or less well balanced. In such an event, 
choice of some applicants to the exclusion of others will 
be largely conditioned by the recommendations of the 
Development Wing. It is necessary to exclude the possi¬ 
bility of unfair preference; 

(c) applications for licenses under the Industrial (Develop¬ 
ment and Regulation) Act, 1951, are made at any time 
during a Plan period. Thus there is a constant flow of 
such applications. Persons whose applications have once 
been rejected are not precluded from making fresh appli¬ 
cations in the expectation that at some time or other they 
will succeed if the officers concerned are suitably “persuad¬ 
ed”. The continuous flow of applications also provides 
scope for malpractices. 

After the approval of the schemes by the licensing Committee and 
grant of license to the parties concerned, the Development Wing is 
also required to keep a watch to see whether the licensed schemes 
are progressing according to the terms and conditions laid down in 
the licenses. The task of watching the progress is continued till the 
schemes are completed and the units are in the regular manufacture 
of the licensed items. The licensed undertakings are required to sub¬ 
mit half-yearly returns and other special returns indicated in the 
licence. These reports are carefully scrutinised and the position 
showing the different stages of the implementation of the schemes 
is reported to the Ministry of Commerce and Industry, Planning Com¬ 
mission and State Directorates of Industries. In cases of genuine 
difficulties experienced by the entrepreneurs in the implementation 
of their sanctioned schemes, necessary assistance is given. But in 
cases where no progress has been made in the implementation of 
the schemes or where insufficient progress has been made despite 
all possible assistance necessary action for the revocation of such 
licensed schemes is initiated. 

in order to enable the Development Wing to keep a watch ever 
o. vgress the licensee is required to report every six months the pro¬ 
gress maJe by him. It would appear that it was originally intended 
that there should be a field verification of the progress reports. But 
for some reason such field verification is not made. The absence of 
field verification may give rise to various unfair practices, some of 
which are— 

(a) the progress report may not state the whole truth; 



247 


(b) report regarding utilisation oi raw materials, particularly 
those that were imported may not be correct and the im¬ 
ported raw materials may be diverted for other purposes; 

(c) the licensee instead of setting up a factory may utilise 
the services of sub-contractors for manufacturing the com¬ 
ponent parts, the licensee himself doing only the assembl¬ 
ing. 

To the extent that such practices exist—it cannot be said that they 
-do not exist—the purpose of licensing industries is defeated and lack 
of field verification will inevitably contribute to connivance at such 
malpractices unconsciously though. But, there is the danger that 
if such verifications are made by junior officers, they may not be 
able to withstand the persuasion and temptations offered by the 
licensees particularly if they are influential. We recommend that 
a system of field verification by Senior Officers of integrity, selected 
for the occasion from out of a confidential panel to be maintained 
by the Secretary to the Department should be organised. An officer 
of the Special Police Establishment should always be associated in 
such inspections. 

Considering all the aspects we formulated certain tentative pro¬ 
posals and obtained the comments of the Department in the light of 
which we have formulated the following recommendations: 

(1) The existing forms for applications may be reviewed in 
order to make them more comprehensive, and provide as 
much relevant- information as possible. The necessity for 
calling for additional information should be reduced to a 
minimum. 

(2) At present, applications for licences are being made and 
disposed of continuously. It is true that entrepreneurs 
should be free to make such applications at a time most suit¬ 
able to them, after taking into consideration the 
possibilities of foreign collaboration, technical know-how 
etc. At the same time, procedures should be evolved and 
publicity ensured so that among competing applicants licen¬ 
ces may be issued solely on the basis of merit. 

(3) It is essential that all the applications received should be 
scrutinized properly. The appointment of a Scrutiny 
Committee may be preferable to the present practice of 
approval and endorsement by individual officers. It is 
noted that if applications are rejected, the aggrieved party 
can make an appeal against the decision and such appeals 
are often referred to the Licensing Committee for review. 
We further understand that there is a Reviewing Sub- 



248 

Co mmi ttee of the Central Advisory Council of Industries- 
to review all licences issued, refused or revoked. Simpli¬ 
fication and reduction of the area of discretion in these- 
matters should be explored continuously. 

(4) The Development Wing should coniine itself to advising, 
on the technical aspects of schemes. It should be relieved 
of the duty of preparing summaries etc., advising on locat¬ 
ing, assisting the licensees to obtain import licences for 
raw materials, revalidation or extension of the period of 
validity of import licences, clearance of applications for 
licences for import of capital goods, etc. These should be 
disposed of by the appropriate officers of the Commerce 
Ministry. 

(5) Applications for import licences come for clearance to the 
Development Wing that the machinery or material applied 
for is not indigenously produced. We do not think this, 
procedure is necessary or desirable. The Development Wing 
should be required to prepare a periodical statement of 
items to be imported. Such statements should be forward¬ 
ed to the licencing authorities who should proceed to dis¬ 
pose of applications without any further reference to the 
Development Wing. 

(6) Whenever officers of the Development Wing have to come- 
into personal contact with the applicants for licences for 
industries or for import licences, they should make a re¬ 
cord of discussions and keep them in the relevant files. 

(7) Additional information should be called for only after 
an officer superior to the officer calling for such informa¬ 
tion has seen the case and approved the type of additional 
information to be obtained. 

(8) Arrangements should be made to make a systematic re¬ 
view of cases in which assistance was asked for by an 
industry and granted or refused. This review should be 
made by the Chief Vigilance Officer of the Department and 
the results brought to the notice of the Central Vigilance' 
Commissioner. 

'9) The licensee should be required to adhere to a time schedule 
for fulfilling the conditions of the licence. Unless the en¬ 
trepreneur can show that the implementation off the scheme- 
was delayed by causes beyond his control, prompt steps 
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should be taken for cancellation of the licences. All ex-- 
tensions other than the first should go before a high level, 
committee, the decisions of which should be final. 

(10) There is considerable dissatisfaction with the present 
arrangements relating to the distribution of foreign ex¬ 
change. It is recognised that it is a complicated matter 
and the manner of distribution may have to be different 
for different industries. The general principle to be fol¬ 
lowed should be that the total foreign exchange available 
for a particular industry and the manner in which it should 
be distributed for legitimate applicants therein should be- 
decided as far as possible in consultation with the represen¬ 
tative organisations of that industry. 

(11) Wherever possible a system of rotation of Development. 
Officers should be evolved. For this purpose, the industries . 
may have to be grouped. 

(12) The method adopted in the Directorate General of Sup¬ 
plies and Disposals of entrusting an O.&M. Unit to make a. 
post facto scrutiny of files after disposal to find out the 
nature of mistakes or irregularities etc. that have occur¬ 
red, and the results of such scrutiny should be published,., 
may be adopted in all other departments. 



ANNEXURE IX 


IMPORT & EXPORT CONTROL ORGANISATION 

Import Control was first introduced in May 1940 as a war-time 
measure under the Defence of India Rules. As its primary object 
was to conserve shipping space, it was limited only to a few com¬ 
modities; but with the progressive increase of foreign exchange 
difficulties and in the interest of economic development of the 
country, it became necessary to extend its scope. The ..control is 
now exercised under the Imports & Exports (Control) Act 1947 and 
the orders issued thereunder. This Act is at present valid upto 
31st March 1966. 

2. The organisation of the Chief Controller of Imports and 
Exports was set up in August 1941 with its headquarters at New 
Delhi. Subsequently a number of regional offices were established. 

3. The main functions of the Import & Export Trade Control 
Organisation are: — 

(a) to exercise control over the Import & Export of goods 
and to formulate the policy and procedure for such 
control; 

(b) to issue licences for the Import & Export of goods; 

(c) to investigate into the violation of Imports & Exports 
Trade Control Regulations and to impose punishments 
for such violations in terms of the Imports (Control) 
Order 1955 and Exports (Control) Order 1962; and 

(d) to maintain statistics of India’s Imports & Export Trade. 

4. Import licences were granted in the past to newcomers, actual 
users, established importers and on ad hoc basis. At present, the 
major categories to whom licences are issued are actual users, 
established importers and exporters under the Export Promotion 
Scheme. 

5. Licensing is the most voluminous part of work handled by the 
organisation. The powers to grant licences has been given to various 
authorities the lowest of whom is the Assistant Collector of 
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Imports who is of the grade of a Section Officer. A measure of the 
volume of this work may be had from the following figures: — 

Year Number Value (in lakha) 

1.4-61 to 31-3-62 3,35.013 83,716 

1-4-62 to 31-3-63 2.07,794 94,979 

Till 1962 licensing was done once in six months. On an average, 
1,60,927 licences of the value of Rs. 413.03 crores on the average- 
were issued during each half year. Since 1962 licensing is done on 
an yearly basis. Impprt licences when sold in the market fetch 75 
per cent, to 500 per cent, more of their face value depending upon 
the commodity. This gives a measure of the profit that could be 
made. 

6. The first essential step for obtaining an import licence is the 
securing of a quota certificate or essentiality certificate. A detailed 
procedure has been prescribed for obtaining either of these certi¬ 
ficates. The most important type of malpractice found in regard 
to obtaining quota certificates is that of production and use of 
false documents relating to past imports. In cases where importers 
are not able to submit the required evidence for proving past 
imports secondary evidence supported by the affidavit of the appli¬ 
cant is admissible. There have been instances of production and 
acceptance of false secondary evidence. Instances hav e come to 
notice where separate quota certificates were issued -in favour of 
the same applicant in respect of the same basic year. Determina¬ 
tion of the various questions of facts which will disqualify an 
applicant for the grant of a quota certificate also gives considerable- 
soope for discretion. An instance had come to notice where a Joint 
Chief Controller had in spite of advice* to the contrary taken into- 
acoount certain alleged imports for which there was no reliable 
supporting evidence. 

Essentiality certificates are granted by the Director of Industries 
of States and certain other prescribed certifying authorities. But 
we have no reason to believe that there is no corruption involved 
at that end. 

7. Corruption in this branch of Government’s activities arises 
from: 


(i) Ante-dating belated applications by the staff at the time 
of receipt, to cover delay in submission and facilitate 
their admission. 
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(ii) (a) Undue delay or unusual hurry on the part of staff in 
the despatch/delivery of licences/Quota Certificates. 

(b) Delivery of licences/Quota Certificate to parties 
personally or outside office premises by the Despatch 
Clerk. 

(c) Despatch of envelopes with blank papers in lieu of 
licences/Quota Certificates. 

(iii) (a) Issue of licences/Quota Certificates in the names of 

fictitious concerns, and 

(b) Issue of licences/Quota Certificates on the basis of 
forged or bogus past import documents, in collabora¬ 
tion with the staff. 

(iv) Issue of licences to Actual Users on forged Essentiality 
Certificates and without proper scrutiny of the documents. 

(v) Issue of licences to prospective exporters under the 
Export Promotion Scheme on the basis of false or forged 
orders from foreign suppliers. 

(vi) The Licensing Authority is responsible for verification of 
particulars or of copies of documents furnished with the 
applications. There have been cases where out of negli¬ 
gence or out of improper motives such verification was 
not made strictly thereby facilitating frauds. 

(vii) Theft of blank licences/Quota Certificates books by the 
office staff and supply/sale of the same to parties for 
valuable consideration. 

(viii) Theft of issued licences by staff at the time of despatch 
or when returned by parties for revalidation, amendment, 
etc., and sale to other parties. 

(ix) Tampering with official communications issued to or 
received from other offices in transit by the staff, with a 
view to prevent detection of malpractices. 

(x) Disclosure of secret details of policy and tampering with 
the information to be published by the Statistical Division 
in the Weekly Bulletins. 

(xi) Recommendation for issue of Export Promotion licences 
for subsidiary articles which are not required. 

(xii) Applying for licences on the basis of forged essentiality 

certificates of the certifying authorities concerned or 

certificates obtained by misrepresentation. 
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•(xiii) Selling of goods imported against Actual Users licences 
instead of utilising the same in the industry. 

<xiv) Applying for licences on the basis of forged quota certi¬ 
ficates or obtaining such certificates by false or forged 
documents of past imports or by misrepresentation. 

(xv) Applying for licences even after changes in "the constitu¬ 
tion or ownership of the importer’s business, by 
concealing such changes, and without obtaining the 
required approval of the I.T.C. authorities to the transfer 
of quotas in the event of such changes by concealing 
changes in the ownership or constitution of business. 

(xvi) Applying for licences on the basis of invalid Income-tax 
verification number or such number having been obtain¬ 
ed on production of false or forged Income-tax verification 
certificates. 

<xvii) Applying for licences on basis of forged or fabricated 
recommendation or order purported to have been issued 
by the Chief Controller of Imports & Exports to the 
regional licensing authority. 

txviii) Applying for licences on the basis of forged or fabricated 
orders purported to Have been placed by a Government 
Department for the supply of goods sought to be 
imported. 

(xix) Obtaining clearance of goods from the Customs by 
producing false or fabricated recommendation purported 
to have been issued by the ITC authorities. 

(xx) Trafficking in licences. 

(xxi) Selling of goods before their clearance through the 
customs and committing breach of other conditions of 
licences. 

<xxii) Over-invoicing and under-invoicing of goods at the time 
of import and export or applying for licences by mis- 
declaration of value, sort, quality or quantity or descrip¬ 
tion of goods. 

(xxiii) Pledging of goods without the permission .of the licensing 
authority. 

<xxiv) Applying for duplicate copy of licences by concealment 
of facts. 

txxv) Making unauthorised changes or interpolations in the 
licences by means of chemical washing of the Original 
entries in the licences or in the lists attached to licences. 
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(xxvi) Importing goods against bogus licence. 

(xxvii) Applying for licences in the name of fictitious firm, 
(xxviii) Soliciting of licences (This is said to be a well organised 

traded- 

(xxix) Smuggling of goods. 

8. It was impressed upon us at Bombay and Calcutta that non¬ 
association of Trade Associations in matters relating to grant of 
licences is one of the factors that encourage growth of corruption 
in this organisation. We have dealt with this question in para. 6.4 
of Section 6. 

9. We were told that corruption and lack of integrity are rampant 
in transactions relating to obtaining of quota certificates, essen¬ 
tiality certificates, licences and their utilisation. We were also 
told that import licences granted as export incentives are transfer¬ 
able and this causes serious damage both to the domestic market 
and to our foreign exchange resources. It was also stated that 
licenses for import of goods which are in no way connected with 
the goods exported by an exporter are granted as indirect subsidy 
to recoup losses in exports. It was suggested to us at Bombay that 
ekport incentives should be given only in the shape of cash and not 
as import licences as these licences are a fruitful source of accu¬ 
mulating unaccounted money and evasion of taxes. We would 
suggest that this suggestion may be examined. 

10. Considering all the aspects of the problem we make the- 
following recommendations: 

(1) The Inspection Unit which was created in 1956 and which 
ceased functioning in 1962 should be revived and strengthened. 

(2) The Investigation and Vigilance Unit set up in 1957 should 
be strengthened by adding thereto officers from the S.P.E. and 
Customs. This unit should have branches at Bombay, Calcutta and 
Madras. This unit should be entrusted with the responsibility of 
making random sample verification of applications for essentiality/ 
quota certificates and licences, on the spot, inquiries into allegations 
of misuse of licences or goods, inspection of new industrial units to 
ensure proper utilisation of imported goods, random check of the 
genuineness of persons who have obtained licences and with such 
other functions as may be considered necessary. Specified categories 
of personnel of this unit should have powers of entry into premises, 
search and seizure. 

(3) Delay in the disposal of applications for licences provides; 
considerable scope for corruption in this organisation. The Import 
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and Export Policy Committee (The Mudaliar Committee) made the 
following recommendations on this question: 

“Delays in the Import Control Organisation can have far- 
reaching consequences. Production gets retarded for 
want of raw materials and equipment sought to be im¬ 
ported; business gets dislocated and prices shoot up- 
Cases have come to light where the importer has had to 
pay heavy wharfage and demurrage to the Port Trust 
authorities, because, for instance, some necessary amend¬ 
ment to the import licence could not be made by the 
licensing authority in time. Sometimes, contracts get 
cancelled or prices are raised substantially by the foreign 
suppliers, while the officials make up their minds to issue 
licence. In net effect, delays hamper industry and trade 
and cost the country dearly in foreign exchange. This 
aspect of the matter should be impressed on all concerned. 
As the fortunes of trade depend so much on prompt 
action, it is apt to become impatient of any delays on the 
part of the Import Control Organisation, and complaints 
in this behalf have been voiced at every centre we visited. 

We also got the feeling that the Chief Controller of Imports 
and Exports is not adequately equipped to meet any 
sudden on-rush of work emanating from any particular 
cause, such as the signing of a new trade agreement which 
may tend to trigger off a series of new problems in the 
initial stages. The Chief Controller of Imports and Ex¬ 
ports should have some kind of a cushion to be able to 
cope with situations of this kind, without getting dis¬ 
located. The best course perhaps would be to place at his 
disposal a small ‘Squad’ under a Controller, which may 
be used to bulldoze any pendencies or arrears in whatever 
section they may be”. 

The recommendation of the said Committee for creation of a small 
squad to liquidate pendencies, does not appear to have been imple¬ 
mented so far. We recommend that the recommendation may be 
implemented. 

(4) According to the present procedure, the first appeal against 
the decision of a licensing authority lies to the head of the licensing 
office concerned whether he is of the status of a Joint Chief Con¬ 
troller or Deputy Chief Controller of Imports & Exports. If any 
party is not satisfied with the decision on his first appeal, he can 
prefer a second appeal to the Chief Controller of Imports & Exports. 
The first appeals are considered by separate officers meant for this 
purpose in the I.T.C. Offices. For second appeals, there is a separate 
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Appeals Division in the C.C.I’s Office. It is also understood that 
there is an Appeal Sub-Committee in the C.C.I’s Office, to scrutinise 
appeals of complicated nature. The appellants are-heard upon 
request. We recommend that in every appeal, first or second, the 
appellants should be given a hearing by an appropriate authority 
and reasons for the rejection or acceptance of the appeal should be 
recorded and communicated to the appellant. Time-limits should 
be set for disposal of appeals. 

(5) It will be of advantage to maintain a suspect list of the staff 
of the I. & E.T.C. Organisation. The names of only such persons 
should be included in this list whose integrity the head of depart¬ 
ment/office has strong reasons to suspect, and for want of positive 
proof no action could be taken against them. 

(6) As a rule no person should be allowed to remain for more 
than three years in an office dealing with trade and industry. At 
present, the staff on the non-C.S.S. side in the I. & E.T.C. Organisa¬ 
tion is not liable for transfer to other departments with the result 
that every person takes roots where he is working. There should 
be periodical transfer of staff amongst the various offices like the 
I. & E.T.C. Organisation, the Textile Commissioner, the DC (SSI) 
the Directorate of Export Promotion, the Director General of Com¬ 
mercial Intelligence, the Jute Commisioner, etc- We further recom¬ 
mend that the procedures of recruitment, promotion, etc. be reviewed 
and if possible the personnel may be absorbed in one of the existing 
regularly constituted cadres. 

(7) The Customs are also an important agency for detecting 
violation of Import & Export Control regulations. Generally, such 
offences are dealt with by the Customs in their discretion and with 
their own machinery. Some cases of unauthorised importation are 
discussed at the joint meetings of the Customs and the I.T.C. autho¬ 
rities. But certain offences coming to the notice of the Customs like 
the offences of over-invoicing and under-invoicing of goods require 
careful investigation and extensive probe. We were given to under¬ 
stand that there is a regular racket with a wide net-work of agencies 
indulging in under-invoicing and over-invoicing. We recommend 
that, as soon as a case of this nature is detected by the Customs, they 
should invariably bring the Special Police Establishment into the 
picture. This recommendation applies also to cases detected by the 
Enforcement Directorate of the Ministry of Finance which deals 
with breaches of Foreign Exchange Regulations. 

(8) The duties of receipt and despatch in the Routine & Issue 
Section should be assigned to clerks of proved honesty to be speci¬ 
fied by name, so that those responsible for receipt and despatch of 
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applications/licences may be clearly fixed. A Controller should 
supervise the work of these clerks and he should be responsible for 
the proper receipt and despatch of applications/licences. 

(9) Action for the issue of certificates/licences should be taken 
in order of priority of receipt of the applications and exceptions 
should not be allowed except under the express orders of a res¬ 
ponsible officer. 

(10) Time-schedules may be laid down for dealing with applica¬ 
tions for import licences and if at any stage the file is held up for a 
longer period than laid down in the schedule the Officer concerned 
should send it to the next higher officer with his explanation for 
delay. 

(11) Whenever any application is received from a new party 
the particulars or copies of documents furnished by them with their 
applications should invariably be verified and the existence or 
otherwise of those parties should be established before the issue of 
certificate/licence. A certificate to this effect should be furnished 
on the file. 

(12) When any firm applies for fixation of their quota it should 
be incumbent on the dealing Assistant or Controller to verify the 
documents enclosed with the application for fixation of quota. For 
this purpose a weekly list from the Directors of Industries and 
other certifying authorities may be called for to enable the Licens¬ 
ing Authority to check up the correctness of the certificates etc. 
The quota certificates should be issued only when the authenticity 
of the documents is confirmed. Likewise in the case of Actual 
Users the Essentiality Certificates enclosed with the applications 
of the firm should be verified before the issue of the import licence. 

(13) A detailed test check should be made by the Assistant 
Controller/Controller in 10 per cent of the cases to ensure whether 
the note of scrutiny of documents put up by the Licensing Assist¬ 
ant is factually correct. 

(14) The Officer issuing the import licences should give a certifi¬ 
cate to the effect that all the necessary verifications for issuing 
the licence or Quota Certificates have been done and found in order. 
They should also certify that the licence or the Quota Certificate 
has been issued after due verification. 

(15) Ad hoc licensing as allowed by the General Licensing 
Instructions which are of confidential nature, also creates scope for 
favouritism and corruption at higher levels. Instances have come 
to notice wherein parties resorted to bribery and corruption to 
secure ad hoc licences of heavy profit-bearing items. Frauds and 
corrupt practices in ad hoc licensing can be prevented to some 
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extent by entrusting the responsibility for grant of ad hoc licenses 
to officers of the grade of Deputy Secretaries. These officers should 
be men of proved integrity. Full publicity should be given to all 
ad hoc licenses granted in the Weekly Bulletins and Trade Journals. 

(16) All Licences/Quota Certificates received back from parties 
for revalidation, amendment etc. should be dealt with by an Assist¬ 
ant Controller of proved honesty and integrity. 

(17) A random check of applications for licenses and licenses 
issued should be made through the Delhi Special Police Establish¬ 
ment. 

(18) Instances have come to notice where import of material to 
be used in the manufacture of exportable goods have been sold for 
huge profit. All such offences should be punishable with imprison¬ 
ment of at least 3 years and a fine which will be at least twice the 
market price of the imported goods. Random check through the 
Delhi Special Police Establishment would act as a deterrent for 
habitual racketeers who indulge in this type of malpractice. 

(19) A random physical inspection of goods imported or 
exported with the co-operation of the customs authorities should 
also be carried out to detect over-invoicing and under-invoicing, 
fraudulent claims for various incentives given under the Export 
Promotion Scheme. 

(20) Enquiry Offices should be opened at each of the office of 
Joint Chief Controller of Imports and Exports and it should be 
ensured that no person sees anyone in the office without signing 
the register to be kept for the purpose. 

(21) A Special Officer of a suitable rank should be posted in 
each of the Licensing Offices so that any person with a complaint 
or difficulty may approach this officer for redress. 



ANNEXURE X 

CENTRAL PUBLIC WORKS DEPARTMENT 

We have examined the extent, scope and modes of corruption in 
the Central Public Works Department. 

The Central Public Works Department is responsible for the 
execution and maintenance of works of all classes of all civil 
departments of the Government of India, of the Union Territories, 
New Delhi Municipal Committee and the Delhi Water and Sewage 
Disposal Undertaking. All military works are executed by the 
Military Engineering Service, and Railway works by the Railways 
themselves. Works on national highways are constructed by the 
State Public Works Departments, and the Central Public Works 
Department take up such works only where the State Public Works 
Departments do not have the capacity to take up particular works. 
Works of multi-purpose river valley projects are executed by State 
Public Works Departments, or by separately constituted autonomous 
authorities like the Damodar Valley Corporation. The Central 
Public Works Department al9o undertake execution of non- 
Government deposit works. 

The total strength of the personnel employed in the Central 
Public Works Department is 21,164. The break-up is as follows:— 


(a) Gazetted . . . k . ( . 863 

,(i) Non-Gazetted.. 9,273 

(c) Work charged Contingency etc. Staff ...... 11,028 


Total.21,164 


The problem of combating corruption in the Public Works 
Departments was the subject of study of a Sub-Committee of the 
seminar on River Valley Projects, held in July, 1954 and of a 
departmental committee set up by the Ministry of Works, Housing 
and Supply as it then was. We have taken into account the recom¬ 
mendations made by the Committees and also examined some wit¬ 
nesses. We did not, however, consider it necessary to call and 
examine the Central Public Works Department officials as we had 
considerable material on the subject. 

We were told at Bombay and Calcutta that the root causes of 
corruption in the Public Works Department are attributable to:— 

(i) The terms of the contract vest in the supervisory staffs 
final powers of interpretation of various clauses of the 
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contract, specifications and quality of work. Such un¬ 
controlled powers give wide scope to the supervisory staff 
at different levels to harass the contractor, and the con¬ 
tractor always goes in fear of such harassment. 

(ii) There is an elaborate complement of junior staff consist¬ 
ing of Assistant Engineers, Sub-Divisional Officers, 
Overseers and innumerable Work Mistries. 

(iii) The specifications in most cases tend to approach almost 
ideal levels, overlooking local conditions and practical 
requirements. 

(iv) The system of enlistment is defective and enables 
undesirable persons to get enlisted as contractors. These 
persons resort to deliberate under-cutting and later 
attempt to make good the loss by sub-standard work. 
It was also represented to us that the Builders Associa¬ 
tion of India has been representing to the Government of 
India in all these matters. We find that recently a Com¬ 
mittee has gone into the question of contract forms. But 
we find that even the revised form contains the same 
defects, if they are defects, as have been pointed out by 
the Builders Association. 

The modes of corruption in this Department are:— 

I. Tenders: 

(1) Defective preparation of tender notices including failure to 
specify clearly the size, quality of material, detailed specifications, 
detailed drawings and manner of executing work. 

(2) Adoption of varying specifications in contracts for works of 
a substantially similar nature. 

(3) Ambiguous specifications. 

(4) Divulging information to the favourite contractors about 
rates of other contractors. 

(5) Kejecting lowest quotations on unjustifiable or flimsy 
grounds. 

(6) Manipulation and substitution of tenders. 

II. Pooling 

In these cases, all contractors join together and quote higher 
quotations with the understanding that the one amongst them 
should quote slightly lower rate than others so that the contractor 
concerned gets the order. This is generally resorted to with the 
connivance of th° <>ntral Public Works Department officials. 
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III. Works 

(1) Foundation. —Wrong classification of foundation soil—for 
instance, classification of loose soil as hard soil, soft rock as medium 
rock, with a view to making extra payment to contractors. 

(2) Foundation Concrete ■ —Pecuniary gain may be caused to 
contractors by allowing them to use defective and sub-standard 
material—use of over-size stone metal—use of unscreened and poor 
quality sand, 

(3) Use of less Lime or cement than specified. —If the specified 
proportion of cement concrete is 1:4:8, the contractors are allowed 
1 : 6 : 12 . 

(4) Brick works. —Use of second class bricks in place of first 
class bricks for which specification is made. 

(5) Wood Work. —Allowing use of below specificaton wood—it 
may be in quality and quantity. 

(6) R.C.C. Items. —Allowing use of less steel than actually paid 

for. 

(7) Flooring. —Allowing use of less thickness and use of less 
material. 

(8) Plastering. —Use of less cement and poor quality of sand. 

(9) Departmental use of materials.—Issue of excessive quantities 
to contractors with a view to allowing them to sell in black-market 
at high rates and make money. 

(10) Earth work. —Recording of false measurement of earth 
work done. 

(11) Grant of extension of time, so that the contractors are not 
penalised. 

(12) Splitting of contracts. —Favours can be shown to contractors 
by placing orders in piece-meal with a view to getting over the 
financial limitation for placing contracts. 

(13) Misappropriation of Government material. 

(14) Misappropriation of wages by making fictitious entries in 
Muster Rolls. 

(15) Substitution and deviation from contract conditions. 

(16) Schedule of quantities in maintenance works copied blindly 
from schedules prepared years ago and not in accordance with 
actual requirements. 

(17) Issue of materials to contractors without there being any 
stipulation on that account in the agreement. 

(18) Final Bills. —By resorting to delay in taking measurements 
and thereby delaying the final bills the contractors are forced to 
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pay speed money—in connivance with contractors the measure¬ 
ments are inflated. 

(19) Connivance of sub-standard work and rejection of excluded 
works on unjustifiable or flimsy grounds. 

IV. Contracts 

(1) Specifications in agreement not being in accordance with the 
approved Central Public Works Department specifications. 

(2) Deliberate ambiguities in specifications. 

(3) Failure to recover penalties. 

(4) Too stringent or too liberal interpretation of the contract 
conditions. 

As elsewhere, it is difficult to make a precise estimate of corrup¬ 
tion in this Department. The major portion of the activities of this 
department involves considerable expenditure of public funds 
through departmental agencies and contractors. Therefore the 
statistics furnished below should give a fair measure of the extent 
of corruption, though it may be that all complaints and cases may 
not involve charges of lack of integrity. 


Complaints. 





Period No. 

for 

disposal 

1 No. disposed of No. pending 


G. 

NG 

G. 

NG. 

G. 

NG. 

2 2 

3 

4 

5 

6 

7 


1-4-57 to 31-3-58 



413 

737 

336 

543 

77 

194 

1-4-58 to 31-12-58 . 



237 

717 

183 

586 

54 

131 

1-1-59 to 31-12-59 . 



155 

639 

126 

489 

29 

150 

i-i-6o to 31-12-60 . 



210 

657 

170 

497 

40 

160 

1-1-61 to 31-12-61 . 
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747 

183 

572 

76 

175 

1-1-62 to 31-12-62 . 



276 733 

Vigilance Cases 

184 

538 

92 

195 

1-4-571031-3-58 • 



187 

194 

106 

127 

81 

67 

1-4-581031-12-58 . 



107 

180 

5 i 

87 

56 

93 

1-1-59 to 31-12-59 . 



87 

249 

34 

138 

53 ' 

ill 

1-1-60 to 31-12-60 . 



in 
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39 

156 

72 

IOI 

1-1-61 to 31-12-61 . 



64 

10541 

29 

8396 

35 

2145 

1-1-62 to 31-12-62 . 



114 

249 

25 

116 

89 

133 


The total number of cases involving over-payments finalised 
during the last 6 years was 1519 and the total overpayment involved 
which has been intimated to the Accountants General, amounts to 
Rs. 33,73,520. Details are given below. 
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SI. Period Cases of overpayments Cases of overpayments 

No. finalised with the not yet adjusted (upto 

Deptt. and intimated 3/63) 
to AGs for adjustment 





(a) No. 

(b) Amount 

(a) No. 

(b) Amount 

I. 

6/57—12/57 


13 

60,783-81 

I 

20,222.75 

2. 

1/58—6/58. 


48 

1,18,194-67 



3 - 

7/58—12/58 


67 

2,31,981 25 

6 

1 , 33,977 55 

4 - 

1/59—6/59, 


138 

1,83,370-67 

29 

95,92636 

5 - 

7/59—12/59 


126 

3 , 43 , 738-75 

35 

1,14,141-45 

6. 

I/60—6/60 


166 

4,04,51692 

35 

2 , 21 , 753-30 

7. 

7/60—12/60 


173 

5 , 69 , 853'23 

44 

4,20,438-16 

8. 

1/61—6/61 


136 

4 , 45 , 7 if 2 i 

47 

3,27,070-93 

9 - 

7/61—12/61 


171 

2 , 25 3 I 27 -C 4 

56 

1,31,388-83 

10. 

1/62—6/62 


218 

3,81,124-51 

108 

2,04,163-35 

XX. 

7/62—3/63 


263 

4,09,11750 

204 

3,72,019-86 


Total 

• 

1519 

33 , 73 , 5 I 9 -S 6 

565 

20,41,102-55 


It is further seen that the Chief Technical Examiner found 
between the period June 1957 to December 1962 defects in 47 T per 
cent of bills examined (1041 out of 2211), in 30 8 per cent of con¬ 
tracts examined (403 out of 1307), in 30 • 9 per cent of muster rolls 
examined (230 out of 745) and in 87 • 6 per cent of works examined 
(2734 out of 3122). 

The Special Police Establishment took up 94 cases involving 48 
gazetted officers and B9 non-gazetted officers of the Central Public 
Works Department during the three years 1960, 1961 and 1962 for 
investigation. The action taken on the basis of investigation of 
these cases is mentioned below:— 


G. Os. NGOs. Remarks' 


Number involved . 


Number prosecuted .... 

Number convicted. .... 

Number sent up for D.A. 

Number dismissed or removed from service 
Number otherwise punished . 


48* 69 *includng one Supdt. 

Engineer, One Su¬ 
perintending Sur¬ 
veyor and 15 Exe¬ 
cutive Engineers. 

5 @ 9 # including one Ex- 

cutive Engineer. 

3 5 

39 53 

3 8 

9 15 


From the information furnished by the Department we find that 
from 1958 to 1962 various penalties have been imposed on 140 
gazetted officers and 184 non-gazetted personnel. 
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Considering all aspects of the problem we make the following 
recommendations:— 

(1) The Government may have a comparative study cf the con¬ 
tract forms in other countries where public works are executed, as 
in India, and consider what improvements could be made. 

(2) It was also suggested to us that there should be a reduction 
in the supervisory staff and that condition of eligibility for registra¬ 
tion as a contractor should be that the contractor should employ 
an adequate technical staff of their own. The further corollary to 
this suggestion was that supervision by Government should be 
entrusted to the levels of Executive Engineer and above. We 
recommend that this may be tried out as an experiment at least in 
a few contracts to begin with. 

(3) The Chief Technical Examiner’s Cell set up in the year 1957 
has been doing extremely good work. We consider that this organ¬ 
isation should not only be continued but also should be suitably 
strengthened to discharge the functions that have been entrusted 
to it more effectively and intensively. The jurisdiction of the 
organisation should be extended to cover construction work which 
may be undertaken by any Ministry/Department/Central Corpor¬ 
ate undertaking through its own agencies. The Chief Technical 
Examiner’s Cell should also have specialised staff like wood experts, 
accounts men etc. This organisation should be attached to the 
Central Vigilance Commission so that its services may easily be 
available to the Central Bureau of Investigation or in inquiries 
which are caused to be made under the directions of the Central 
Vigilance Commission. 

(4) The Chief Vigilance Officer of the Central Public Works 
Department may be given the assistance of a Deputy Superintend¬ 
ent of Police of the Special Police Establishment with some officers 
of the lower grade for the purpose of collection of intelligence and 
making inquiries into complaints which are not transferred to 
Chief Technical Examiner for investigation. There may be a vigil¬ 
ance officer attached to each Superintending Engineer and they 
should have direct access to the Chief Vigilance Officer of the 
Central Public Works Department. 

(5) At present disputes between the contractor and the Depart¬ 
ment are settled by arbitration, the arbitrator being an official of 
the Central Public Works Department. In our view the arbitrator 
should be an officer from the Ministry of Law as in the case of 
Directorate General of Supplies and Disposals. 

(6) The contractors should be required to maintain detailed 
accounts supported by vouchers in respect of the work executed by 
them, which should be made available for scrutiny by the Chief 
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Technical Examiner and the Deputy Superintendent of Police 
deputed to assist the Chief Vigilance Officer. 

(7) The contractors should be required to maintain detailed 
expense accounts particularly all expenses relating to entertainment, 
presents given and provision of other facilities made by the con¬ 
tractors to the Central Public Works Department personnel. The 
contractor should be required to furnish proof of all expenses 
exceeding Rs. 50. As regards entertainment he should be required to 
furnish details regarding persons entertained, the time and place 
of entertainment and the purpose. Accounts should be available 
for scrutiny by the Chief Technical Examiner and the Deputy 
Superindent of Police. 

(8) The Special Police Establishment should be informed of all 
contracts of a value of more than a lakh of rupees even at the stage 
of issue of tender notice so that they may keep a discreet watch 
over the transactions. 

(9) The Special Police Establishment should be informed by the 
appropriate authorities of issue of controlled articles of over a speci¬ 
fied value so that they may keep an eye on the utilisation thereof. 

(10) The Special Police Establishment should be informed of all 
earth works undertaken if the value of the particular work exceeds 
a specified amount. 

(11) The Central Public Works Department authorities should 
inform the Income-tax authorities of all contracts awarded to 
contractors, payments made, details of sub-contracts made by con¬ 
tractors. For this purpose the contractor should be required to 
submit a statement of sub-contracts entered into by them with full 
details. This statement should be submitted once after issue of the 
work order and thereafter once in three months till completion of 
the work. A responsible official of the Central Public Works Depart¬ 
ment should, after proper verification, certify the correctness of the 
statement. 

(12) The various disbursing authorities should be required to 
submit a statement by the 5th of each month of all bills pending 
payment for more than 15 days on the first of each month, and 
officers who are persistently delaying payment should be suitably 
dealt with. The Chief Technical Examiner and the Chief Vigilance 
Officer of the Department of Works and Housing should undertake 
a periodical inspection of the position of payment of bills. 

(13) Specifications and standards must be realistic and failure to 
perform or execute a contract in accordance therewith should be 
made a substantive offence if payment is sought without disclosing 
true particulars. 



ANNEXURE XI 


INCOME-TAX DEPARTMENT 

The function of the Income-tax Department primarily involves 
assessment, collection, recovery and refund of tax. By its very 
nature, the work involved is complicated inasmuch as the intricate 
provisions of the Income-tax and other fiscal laws have to be 
effectively administered \n relation to nearly a million tax payers. 
The administrative set up of the Income-tax Department is divided 
into various distinct units, each in charge of a Commissioner of 
Income-tax. The following 16 such units have been formed on a 
territorial (States) basis: — 

Madras, Bombay City I, Bombay City II, Bombay North, 
Bombay South, West Bengal,, Calcutta, Uttar Pradesh, 
Madhya Pradesh, Punjab, Delhi, Bihar and Orissa, 
Assam, Mysore, Andhra and Kerala. 

Two such units namely, Calcutta (Central) and Bombay (Central) 
circles, have been formed without reference to the areas. They deal 
with the cases, or classes of cases, specifically assigned to them by 
the Central Board of Revenue, in which systematic evasion of tax is 
suspected or special scrutiny of accounts considered necessary. The 
Income-tax Department is also entrusted with the administration 
of Excess Profits Tax Act, 1948, the Business Profits Tax Act, 1947, 
the Estate Duty Act, 1953, the Wealth Tax Act, 1957, the Expendi¬ 
ture Tax Act, 1957 (now repealed) and the Gift Tax Act, 1958. There 
is also an Income Tax Officers’ Training School at Nagpur under 
the control of the Income-tax Department. 

The total strength of personnel employed in the Income-tax 
Department is 17,206. The break-up is as follows: — 

(а) Gazetted..1,531 

(б) Non-gaaetted.15,436 

(c) Work charged, Contingency etc. Staff ..... 239 

Total . 17,206 


2. We were supplied with detailed notes by the Department- 
Exhaustive notes on evasion and avoidance of taxes and Secrecy 
provisions were prepared for our use by our Secretary. We discussed 
the problem with the Chairman and members of Central Board of 
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Revenue, Commissioners of Income-tax and with representatives of 
Trade organisations at Bombay and Calcutta. 

3. Modes of corruption. —The modes of corruption in the depart¬ 
ment mainly fall under two major heads: — 

(i) By wilfu^y showing favours to tax payers which are not 
due in matters relating to— 

(a) Assessments. 

(b) Penalties. 

(e) Appeals. 

(d) Recovery of taxes. 

(e) Refunds. 

(f) Procedural-tactics. 

(g) Tampering with records. 

(h) Miscellaneous. 

(ii) By deliberately causing harassment with a view to gain 
favours from the tax payers. 

The scope for corruption at the different levels of this Establish¬ 
ment exists as stated below: — 

Inspecting Assistant Commissioner and Appellate Assistant 
Commissioner : 

(1) Fixation of appeals out of turn. 

(2) Giving advantage to assessees in the matter of adjourn¬ 
ments, assessment, imposition of penalties. 

(3) Reducing in appeal the amount assessed on specious 
grounds and failure to enhance assessment even when 
justified. 

(4) Granting of excessive relief, dropping requisition for 
remand report, readily granting adjournment to appellants 
or admitting fresh grounds of appeal, etc. 

(5) Overlooking under-assessment. 

(6) Not selecting cases of known tax evaders for inspection. 

(7) Not ensuring that instructions issued are followed up. 

(8) Putting an Income-tax officer under an obligation by over¬ 
looking his lapses etc. and giving oral and confidential 
instructions resulting in under-assessment. 

(9) Granting time for payment of taxes. 

(10) While fulfilling statutory function like approving penalty 
proposals, exercising discretion in 23A cases, compounding 
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prosecution, etc. calling wealth statement without assign¬ 
ing reasons, etc. 

Income-tax officer: 

(1) Speculation on share-market. 

(2) Accepting returns of income without proper scrutiny. 

(3) Making under-assessments. 

(4) Not making assessments under Section 18A(1). 

(5) Accepting without proper examination suspicious 

transactions entered in the books of accounts of 
assessees. 

(6) Allowing deductions without scrutiny. 

(7) Refraining from imposing penalties. 

(8) Ante-dating orders. 

(9) Dealing with big assessments on the eve of transfer. 

(10) Harassing assessees by making heavy assessments. 

(11) Refusing adjournments or giving them where it is 

unjustified. 

(12) Accepting voluntary disclosures from bogus parties 

without making proper investigation. 

(13) Conniving at the spreading of concealed income over 

several years. 

(14) Making irregular assessments in new cases and 

transferring them immediately thereafter to other 
Income-tax Officers. 

(15) Omitting to obtain and place on record trial balances of 

copies of personal accounts particularly squared up 
accounts with large credits. 

(16) Omitting to obtain and place on record copies of partner¬ 

ship deeds and other documents let in evidence. 

(17) Not issuing assessment orders along with the demand 

notices. 

(18) Not taking timely or speedy action on voluntary returns. 

(19) Wilfully delaying to issue refunds. 

(20) Omitting to set out in the records the rates of gross 

profits in other comparable cases and making random 
additions purposely so that they might get knocked off 
on appeal, adopting lower rates of gross profits in cases 
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where profits have to be estimated on account of the 
books of accounts of the assessees not being acceptable. 

(211 Deliberately allowing bank cards to lie over indefinitely 
without taking any action whatsoever. 

(22) Wilfully delaying the tax clearance certificate or raising 

flimsy objections thereto. 

(23) Wilfully omitting to take action for collection of revenue 

and allowing the taxes to be eventually certified under 
Section 46(2). 

(24) Wilfully omitting to extract information or to verify 

extracts received from other offices. 

(25) Insertion or removal of important papers from files or 

deliberate failure to bring on record important facts and 
data. 

(26) Failure to cross-check data already available on record. 

(27) Not making use of intimation slips. 

(28) Delaying issue of refund/tax clearance certificates. 

(29) Partiality towards particular Income-tax practitioners. 

(30) Applying different standards for different assessees of the 

same type. 

Inspector: 

(1) While examining account books produced bv assessees. 

(2) At the time of general surveys of bazars and residential 

localities. 

(3) At the time of collection of facts from different sources of 

information. 

(4) At the time of making special inquiries regarding 

suspected evasion of tax or other inquiries. 

(5) Failure to report taxable income discovered or making 

reports favourable to the prospective assessee. 

(6) Dropping of proceedings or failure to pursue proceedings 

in trial case registers. 

(7) Passing on information to assessees. 

(8) Obtaining various kinds of facilities. 

(9) Omitting undisclosed income or understating income from 

known sources in case of persons who are already 
assessed. 
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(10) Submission of inaccurate or misleading notes in cases given 

by Income-tax officer for examining accounts. 

(11) Delaying the submission of inquiry report or service of 

notice. 

Other Staff: 

(1) Removal of important documents like (a) acknowledgment 
for service of notice (b) statements of total wealth (c) 
other important statements unfavourable to assessees. 

(2) Keeping back files from Income-tax officers and not fixing 
up hearing, thus delaying assessment. 

(3) Delay in issue of Demand Notices. 

(4) Non-submission of file in time to take action under section 
46(1) of Act. 

(5) Delay in issue of Refund orders and their despatch. Failure 
to send advice to bank. 

(6) Non-filling or removal of Income-tax 93 Slips, extracts from 
Registration Office, Railway extracts from file. 

(7) Leakage of information to assessees. 

(8) Obtaining commodities free of cost or at less than cost. 

(9) Obtaining free passes for transport, cinema shows, etc. 

(10) Obtaining free use of cars. 

ill) Claiming false T.A. 

(12) Making false medical claims. 

(13) Taking assessees out of turn or by not intimating the 
arrival of an assessee to the officer. 

(14) Delaying service of notices or delivery of refund orders. 

(15) Passing on information about new assessees to Income-tax 
practitioners for getting them new business or advising or 
persuading assessees to engage particular Income-tax 
practitioner. 

(16) Back-dating receipt of application under Section 26A. 

(17) Not putting up files as per Forward Diary or purposely 
misplacing them. 

(18) Giving credit for tax deducted and paid at source without 
actually verifying it. 

(19) Omitting issue of notices under Section 22(2). 

(20) Deliberate wrong computation of tax. 

(21) Fixing appeal out of turn and delayed communication of 
Appellate orders of Appellate Assistant Commissioner. 
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(22) Delay in putting up Income-tax officer’s proposal for 
penalty and draft assessment orders. 

(23) Not fixing cases when the assessees do not want it or 
adjust the date according to assessees’ convenience. 

(24) Interpolation in documents and other papers in the files 
giving back date etc. 

(25) Delay in issue of tax clearance certificate, withholding of 
appellate orders. 

(26) Divulgence of information contained in anonymous and 
pseudonymous representations. 

(27) Pestering visitors for tips/bakshish. 

(28) Returning statutory notices, assessment orders, Demand 
Notices, letter, etc. (by Notice Server). 

(29) Non-entry of penalties in the penalty register. 

Apart from the above the most important and urgent problem 
that has to be dealt with by this Department is that of evasion and 
avoidance of tax as such mal-practices represent the graver types of 
white-collar crime and cause damage to the economy of the country 
and place an unequitable burden on the honest tax-payer. Tax so 
evaded and avoided is kept as unaccounted money and one of the 
many uses to which it is put is for corrupting public servants. This 
problem was examined in detail by the Direct Taxes Administration 
Enquiry Committee and before that the Taxation Inquiry Commis¬ 
sion and by Prof. Kaldor. We do not wish to traverse the ground 
covered once over nor burden this Report with a detailed reference 
to the various provisions of the Income-tax Act, 1961, like Sections 
10(3), 10(4), 11, 13, 37, 52, 60, 64, 67, 68, 69, 73, 74, 92, 93, 94, 104, which 
in our view appear to offer scope for avoidance and evasion. These 
are matters that the Department should itself examine and take sui¬ 
table steps to plug the loopholes. We also noticed that there is no 
effective cooperation between the Income-tax and Central Excise and 
Customs Departments and the Sales-tax authorities functioning 
under the State Governments. If the problem of evasion and avoi¬ 
dance of tax is at all to be tackled effectively immediate arrange¬ 
ments should be made for ensuring effective cooperation in this re¬ 
gard. Secondly cases of evasion and avoidance are now dealt with 
by the Directorate of Investigation and Inspection and the special 
circles each functioning in its own allotted sphere. A suitable machi¬ 
nery should be devised for effectively coordinating the activities of 
the yarious units. 


Another point, to which we would like to refer, is relating to the 
secrecy provisions in the taxation laws. We consider that there is no 
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justification for retaining these provisions particularly as they ham¬ 
per the communication of information about the corrupt practices 
indulged in by big assessees in their dealings with public servants. 

Considering all the aspects of the mattet we make the following 
recommendations: — 

(i) As in U.S.A. and in some European countries there should 
be no secrecy in respect of Income-tax returns and other 
particulars. 

(ii) No item of expenditure in the nature of entertainment or 
other expenses laid out or expended wholly or exclusively 
for the purpose of business should be admitted for deduc¬ 
tion unless supported by a primary voucher if the amount 
of expenditure is in excess of Rs. 100/- 

(iii) Full particulars of all entertainment expenses should be 
given including the purpose, place and dates of entertain¬ 
ment, the persons entertained, the business purposes and 
business relationship are given. Information should be 
passed on to Special Police Establishment where there is 
reason to suspect that public servants are involved. 

(iv) External survey should be intensified. Advance intimation 
of the programme of external survey should be given to 
the Special Police Establishment in secret so that they 
may keep a discreet watch over the survey staff. 

(v) Particulars of income tax returns of individuals and com¬ 
panies having more than a specified amount of assessable 
income should be furnished to the Special Police Establish¬ 
ment to enable them to make local inquiries. 

(vi) The existing arrangements should be strengthened to 
avoid delay particularly in matters like internal survey 
and the work of the collation branch. Assessments of tax 
above a specified limit should be reviewed carefully by 
officers selected for their integrity 

(vii) Income-tax offences of illegal evasion and avoidance must 
be made cognisable and non-compoundable offences. 

(viii) The punishment for such offences should be imprisonment 
for atleast a period of 3 years and the amount found to be 
evaded or avoided should be liable for forfeiture. 

(ix) The work load on income-tax officers (now about 1000 cases 
a year) should be reduced. The charges of Commissioners 
and Assistant Commissioners should be smaller. 
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(x) In cases where income exceeds or is likely to exceed a 
specified limit the emphasis should be on the quality of 
assessment. 

(xi) The Commissioners and Assistant Commissioners should 
also do some original assessment work. 

(xii) The system of inspection should be made more effective and 
for this purpose an Inspection Squad may be created either 
in the Central Board of Revenue or in the Directorate of 
Inspection (Investigation). 

(xiii) Arrangements should be made for a random sample scru¬ 
tiny of appellate orders involving reduction of tax in cases 
of income exceeding Rs. 1 lakh. The Commissioners 
should also, make such scrutiny of a large percentage of 
cases. 

(xiv) All assessing and appellate authorities should maintain a 
clear record of the day-to-day proceedings in the cases 
dealt with by them. 

(xv) The duties of Inspectors should be clearly laid down and 
they should be required to maintain a diary of the work 
done by them on each day. These diaries should be scruti¬ 
nised carefully by the Income-tax Officers and by the Ins¬ 
pecting Officers. 

(xvi) The Income-tax Officer should make a test-check of the 
outdoor work of the Inspectors and Survey reports of Ins¬ 
pectors for discovering and correcting under-estimates and 
over-estimates. 

(xvii) Cases should be fixed according to a definite programme of 
work. 

(xviii) Income-tax appeals should not be taken out of turn with¬ 
out recording reasons. 

(xix) Close watch should be kept on issue of Demand Certificates, 
recoveries and pendency of applications for refunds. 

(xx) Special attention should be paid to the assessment of cases 
of asBessees in business and professions. 

We find that a number of preventive and remedial measures have 
been suggested in the notes that have been supplied to us. As these 
relate to minute details we have not referred to them here. We 
consider that most of them are very useful and these should be exa¬ 
mined by the Department in consultation with the Central Vigilance 
Commission. 



ANNEXURE XII 


CUSTOMS AND CENTRAL EXCISE DEPARTMENTS 

We have examined the scope, extent and modes of corruption in 
the Customs and Central Excise Departments. These are among the 
most important revenue-earning departments and practically every 
decision taken in these Departments has a financial implication. It is 
needless to say that these Departments should function with the 
utmost honesty and fairness, and that if either is wanting loss to 
the public exchequer will be great and resentment against Govern¬ 
ment will grow. We have had discussions with the Chairman and 
members of the Central Board of Revenue and Customs Collectors 
in Bombay and Calcutta. We also heard the representatives of a 
number of Trade Associations in Bombay and Calcutta. 

Customs Department: 

The Customs Department is the Executive Organisation for levy 
and collection of Customs duties by assessment af goods coming 
into or going out of India and prevention of smuggling. There are 
seven Customs Houses at Bombay, Calcutta, Cochin, Madras, Visakha- 
patnam, Kandla and Pondicherry. All the Customs Houses are 
under the direct supervision of the Central Board of Revenue. The 
collection of customs duties at all other minor ports and at land 
frontiers is looked after by the Central Excise Department. The 
Customs Department also administers the various restrictions and 
prohibitions under diverse Acts relating to imports and exports of 
goods. 

The total strength of personnel employed in the Customs Depart¬ 
ment is: — 

(a; Gazetted 34o 

(b) Non-Gazetted 4468 

Total 4808 


The modes of corruption in the Customs Department are: — 

(1) Speed money for expediting movement of papers and files. 
This malpractice is prevalent in: — 

(i) Import Section. 

(ii) Appraising Section. 
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(iii) Cash and Accounts Section. 

(iv) Preventive and Export Section. 

(v) Drawal and Refund Section. 

(2) ©elay in clearance of goods in processing and grant of in¬ 
ward entry, port clearance, bills of entry, bills of shipping, 
cash and accounts, manifest clearance, granting drawback. 

(3) Improper selection of baggage for examination by Preven¬ 
tive Officers and non-examination or inadequate examina¬ 
tion of packages. 

(4) Under-assessment of goods by Preventive Officer in baggage 
examination. 

(5) Allowing clearance of smuggled goods and connivance at 
smuggling. 

(6) Warehouse*for confiscated goods: — 

(a) Intimation of information regarding fair reserve price. 

(b) Release and ^substitution of goods by unauthorised ones. 

(7) Improper audit of bills of entry, shipping bills and draw¬ 
backs. 

(8) Under-assessment. 

(9) Release of goods against invalid license. 

• (10) Issue of Incorrect Rulings. 

(11) Duplication of marks and numbers on the packages. 

(12) Declaration of new articles as old. 

r<13) Permitting clearance of goods which do not conform to des¬ 
cription on import license and passing goods of one des¬ 
cription as another. 

.(14) Substitution of seized articles by spurious ones and of 
valuable articles like diamonds, gold, jewellery, etc. by 
spurious or imitation articles. 

(15) Release of seized goods for re-export. 

'(16) Failure to weigh goods and draw samples. 

.(17) Submitting favourable reports from suspects for considera¬ 
tion. 

. (18) Divulging in advance secret information of impending 
search of suspects. 

(19) Favourable assessment by under-valuation or acceptance 
of invoices without proper scrutiny or market enquiry. 

.(20) Deliberate wrong classifications for purpose of: — 

(i) Customs Tariff. 
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(ii) I.T.C. so as to give the party wrongful advantage. 

(21) Substitution of samples en route. 

(22) Suppressing offences under Merchandise Markets Act. 

(23) Over-valuing the goods in cases where the exports are 
under the Export Promotion Scheme to enable exporters 
to secure an ITC license in return for such exports and 
under-valuing the goods to enable circumvention of the 
Foreign Exchange Regulations. 

(24) Wrong report about margin of profit. 

(25) Wrong reports about previous offences of the party. 

(26) Incorrect debiting of the license and wrong certification 
of the balance. 

(27) (Deliberate) mistakes and delays in sending release 
advices. 

(28) Suppression of the less Charge claims. 

(29) Losing valuable bonds and guarantees. 

(30) Overlooking defects at the time of execution of bonds/ 
guarantees and acceptance of signatures of parties and 
sureties without proper verification. 

(31) Extending the concession of note-pass procedure to 
parties who are not entitled to this concession. 

(32) Introducing the time-barred claims into office records 
under the earlier date. 

(33) Favouritism in the matter of examination of Books of 
Accounts. 

(34) Issue of spurious landing certificates in cases where no 
unaccompanied baggage is expected to arrive thus mak¬ 
ing it possible to import trade-goods under the cover of 
unaccompanied baggage. 

(35) Issue of spurious export certificate for goods which are 
actually not exported thus making it possible for the 
party to import from abroad dutiable goods of corres¬ 
ponding description and clear it free of duty as reimport¬ 
ed. 

(36) Not verifying the re-export of articles which were 
initially allowed clearance on Tourist Re-export Forms. 

(37) Surreptitiously passing unclaimed packages containing 
contrabands in the confusion that prevails during bag¬ 
gage examination. 


/ 
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(38) Passing of crudely manufactured gold as jewellery. 

(39) In the passing of crewbaggage. 

(40) Inadequate check of stores at the time of arrival of the 
vessels. 

(41) Improper check of articles cleared under machinery pass. 

(42) Dereliction of duty by officers posted as Ships’ guards 
and gate officers who are at times known to land the 
contraband themselves and remove it in their person. 

(43) Frauds at the time of inventorying the contents of the 
seized or detained packages. 

t44) Frauds in the matter of destruction of the goods to be 
destroyed. 

(45) Sharing the reward sanctioned to informers. 

(46) Putting up spurious informers sometimes put up in cases 
where the information is the result of the officer’s own 
study. 

(47) Mistakes (deliberate) in the chemical tests can have 
serious revenue implications. 

(48) Pilferage/loss of the remnants of the samples tested. 

(49) Fraud by deliberate los6 of misplacement of important 
documents which are stored in the Manifest Clearance 
Department. 

(50) Short Landing Refund Claims. 

(51) Frauds in issue of certificates of past imports which are 
required by the parties for establishing their quota rights 
for purposes of obtaining ITC licence. The Bills of 
Entries etc. are sometimes tampered with in material 
particulars and the names of the party and quantity and 
value of the goods are altered. 

. (52) Deliberate loss of misplacement of objections and other 
inconvenient files by the removal of which the parties 
effected may stand to gain. 

(53) Malpractices of manipulating daily lists. In case,of cer¬ 
tain commodities the market price is indirectly effected 
by the wrong publication of the Statistics in these lists. 
Central Excise Department : 

The Central Excise Department of the Ministry of Finance is 
the Executive Organisation responsible for the collection of all 
central excise duties levied by the Central Government and also for 
the collection of customs duty at land frontiers and at the minor 
ports other than Bombay, Calcutta, Madras, Cochin, Visakhapat- 
nam, Kandla and Pondicherry. 
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The total strength of personnel employed in the Central Excise 
Department is 30,408. The break-up is as follows:— 

(a) Gazetted .. .. .. 498 

(b) Non-Gazetted .. .. .. 29,466 

(c) Work charged, Contingency etc. staff .. 444 

Total: 30,408 


The modes of corruption in this Branch of the Customs . and 
Central Excise Department are:— 

(1) Unauthorised removal of excise goods. 

(2) Illegal gratification in issue and renewal of Central Excise 
licenses. 

(3) Less Registration of plots in survey books. Manipulation 
of entries in survey books by way of fragmentation of 
land holdings, registering lesser acreage, bogus crop and 
field survey, collusive acceptance of crop failure petitions. 

(4) Under declaration and under-assessment of cured tobacco. 

(5) Recording false certificate about destruction of tobacco. 

(6) Condoning losses with liberal percentage. 

(7) While checking goods in transit, releasing goods liable to 
be seized. 

(8) Undercharging excise duty. 

(9) Misappropriating amount of arrears collected on T.R. 5. 

(10) Connivance with V.N.E. oil mills in suppressing actual 
production and realising less duty. 

(11) Accepting favours from licensees, subordinates. 

(12) Accepting fixed amount for quick clearance and in 
issuing permits speedily (speed money). 

(13) Issue of certificate to power-loom owners for issue of tax 
mark. 

(14) Under verification of annual returns. 

(15) Fictitious processing in warehouse. 

(16) Clearance of larger quantities from warehouse than shown 
in clearance documents. 

(17) Issue and renewal of licenses for a consideration per 

license. 

(18) Factories reporting breakdown, without actual break¬ 
down. 
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(19) Clearance without payment of duty. 

(20) Delay in renewal of licenses. Delay in giving clearance of 
excisable goods. 

(21) Realisation of arrears of excise duty on tobacco from 
curers on manuscript receipts and misappropriating them. 

(22) Acceptance of money from wholesale dealer in renewal of 
licences. 

(23) Collecting mamuls from warehouse, licensees for waiving 
formalities and requirements. 

(24) Collusion with CPSR licensees for short weighment of 
the quantities deposited in the store foom. 

(25) Giving false certificate about destruction of tobacco in 
warehouses, CPSR and curer premises. 

(26) Collecting mamuls or cash where the villagers are not 
able to obtain Excise stamps in excess of the prescribed 
fee from licensees for issue and renewal of licences and/or 
misappropriating cash so collected in lieu of stamps. 

(27) Issue of bogus transport permits and connivance with 
licensees in use of fraudulent sale notes. 

(28) Collusion with warehouse licensees for time extension of 
transport documents. 

(29) Collection of mamuls at time .of weighment of professional 
curers produce in their curing premises. 

(30) Collection of mamuls from free L.l curers. 

(31) Collection of mamuls for not sealing the equipments which 
are shown on record as not working. 

(32) Deliberate crushing of superior variety of tobacco. 

(33) Ineffective sealing of crushing equipment. 

(34) Allowing Factories in interior to work without licence. 

(35) Helping power-loom owner to obtain certificate for import 
quota of yam in respect of art silk on false pretext. 

(36) Issuing of central excise license on false certificates on the 
existence of power-looms. 

(37) Working more power-rooms than the number shown. 

(38) Approving disproportionately low prices for Ceiitral 
Excise Commodities liable to Central Excise duty on ad 

valorem. 

(39) Giving false certificate about destruction of exercisable 
articles. 
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(40) Under declaration of tobacco cured with a view to subse¬ 
quent illicit disposal. 

(41) Receipt of licence fee in cash in excess of the prescribed 
amount. 

(42) Allowing sale note concession realising money as “Sale 
note fee”. 

(43) Compelling licensees to pay money taking advantage of 
technical irregularities. 

(44) Affixing used Central excise stamps on licence applications 
and ^misappropriating the money collected from licensees. 

(45) In assessing of raw tobacco and flake tobacco. 

(46) Promising cultivators of securing and expediting licence 
for them. 

(47) Issuing licence to ineligible cultivators by manipulating 
average yield by recording area of field less than the actual 
area under poppy cultivation or by showing area under 
Nadar cultivation. Deliberate wrong calculation also 
done. 

(48) By recording wrong classification so as to allow cultivators 
some margin for illicit gain. 

We consider that in view of the enormous importance of ensur¬ 
ing integrity in this department, an effective vigilance organisation 
should be set up both at Headquarters and at the Customs & Excise 
Collectorates. Arrangements should also be made for the Special 
Police Establishment to collect intelligence about the various mal¬ 
practices that occur in the working of this Department and for this 
purpose the Special Police Establishment’s Branches should be suit¬ 
ably strengthened. Special Police Establishment Officers should also 
be conferred with such powers as are necessary to make them effec¬ 
tive in the discharge of the additional responsibilities entrusted to 
them. We also consider that it may be useful to take on deputation 
some Customs Officers in the Special Police Establishment even as 
an Income-tax Officer has been brought on deputation to it. 

There should be free exchange of information between the 
Customs Officers and the Special Police Establishment and if there 
is any legal difficulty regarding secrecy or other matters it should be 

removed. 

Customs Collectors should set apart a few hours at least once a 
week so that during the specified hours any persons with any com¬ 
plaint or difficulty may approach them openly and freely for redress. 
Wide publicity should be given to this arrangement and all trade 
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associations having anything to do with the Customs authorities, 
should be informed of the arrangements made. 

We find that many of the important functions are entrusted to- 
comparatively low paid staff. We consider that it would contribute 
in a large measure to the honest functioning of this department, if 
matters like appraisement, baggage clearance etc., are done at least 
at the important ports and air-ports under the direct supervision of 
Senior Assistant Collectors. In addition, Appraisers and Preven¬ 
tive Officers should be of a higher status and rank and better paid' 
than they are at present. These recommendations, if accepted,, 
would have incidentally the additional advantage of removing com¬ 
plaints of rude behaviour towards and thoughtless harassment to- 
those that land at the ports, sea and air, of this country. 

We were extremely distressed to find that smuggling is more or 
less an organised racket, and unless anti-smuggling measures are 
more effective it would be difficult to maintain integrity in the 
Customs services. We were told that the Customs authorities have 
some knowledge about the ring leaders of this racket, but for vari¬ 
ous reasons they are unable to do anything. We were also told that, 
some of the Customs personnel are suspected to be conniving at 
smuggling for consideration received regularly or for each occasion. 

We recommend that there should be a Vigilance Officer for each 
collectorate of Customs and Central Excise. The Collectorate of 
Customs and Central Excise should also have each an Intelligence 
unit. Adequate field staff and transport facilities should be provided 
for the Vigilance Officers and Intelligence units. 

We find that a number of preventive and remedial measures have 
been suggested in the notes that have been supplied to us. As these 
relate to minute details we have not referred to them here. We 
consider that most of them are very useful and these should be 
examined by the Department in consultation with the Central 
Vigilance Commission. 



ANNEXURE XIII 


CENTRAL CORPORATE UNDERTAKINGS 


We have examined the working of four public sector undertak¬ 
ings situated in Bangalore. Detailed notes were supplied to us and 
we also held discussions with their top management personnel. The 
general policy of Government, evolved over the years, and after 
considerable thought, is that public undertakings, particularly those 
incorporated companies or. set up as statutory corporations, should 
be given a large measure of freedom in respect of the staff matters 
and day-to-day administration; and 'that imposition of restrictions 
likely to weaken managerial initiative and responsibility should be 
.avoided as far as possible. While it is for the autonomous manage¬ 
ments of these undertakings to take all steps to maintain integrity, 
the Government has the ultimate responsibility to ensure that such 
steps are taken. We hope that the Parliamentary Committee tp be 
appointed to watch over them will devote its attention to this aspect 
also. 

From our study of the undertakings at Bangalore, we find that all 
:these undertakings are continuously engaged in— 

(1) Construction, 

(2) Purchase, 

(3) Storage and maintenance of valuable stores, 

(4) Sales, 

(5) Employment of considerable number of temporary staff. 

For construction, purchases and sales, the oommon procedure is 
-that tenders are invited generally from registered contractors, or 
suppliers. 

We found that no uniform practice is followed in the matter of 
registering contractors and suppliers. Some undertakings did not 
even correlate their list of registered contractors with those of the 
Central Public Works Department or the State Public Works Depart¬ 
ment or with registered suppliers of the Director General of Sup¬ 
plies and Disposals, It was explained that these undertakings deal 
with such specialised production that no useful purpose could be 
.served by bringing in their registers all the approved suppliers of 
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the Director General, Supplies and Disposals. However, the proce¬ 
dure relating to inclusion or exclusion of applicants for registration 
on the list of approved suppliers should be such as to rule out misuse 
of discretion. 

In the case of open tenders, malpractices are likely to take place 
in the supply of tender forms and in the manner in which the 
tenders are advertised and in the opening of tenders and processing 
them further. It may not always be possible to accept the lowest 
tender and the discretion given in this matter is liable to abuse. In 
the case of complicated machinery, objections may be taken regard* 
ing conformity to specifications. There may even be interpolation 
of tenders. 

Advance intimation of the indent requirements to a friendly firm, 
leakage of the indentor’s estimated value, and unnecessary parti- 
cularisation of needless specifications to suit favourite supplies are 
some of the other possible irregularities. 

The healthy rule that no permission to procure stores from abroad 
will be given where indigenous stores are available is also liable to 
abuse in some ways. Purchase from abroad may be refused even 
though actual supply from indigenous sources at the required time 
cannot reasonably be expected. On the other hand, declaration that 
the available indigenous stores are not suitable on a minor technicality 
can be resorted to for corrupt purposes. We were, however, assured 
that procurement from foreign countries is done only at the Govern¬ 
ment level and that as most of the public undertakings are projects 
undertaken in collaboration with foreign firms, there is not much 
6cope for corruption in this regard at the level of the undertaking. 

When contracts are entered into after the acceptance of tenders, 
changes in the form of contract providing for change in rates and 
quality including abnormal conditions and various escalators giving 
price preference are possible abuses. Similarly, extension of the 
time of performance of a contract, non-inspection or harassing 
inspection, acceptance or refusal or modifications in the specifications, 
determination of imposition of damages in case of non-performance 
or delayed performance, and finally by delaying payments, corrupt 
officials may misuse their power. 

We, however, found that except in one undertaking, committees 
of the top management of the undertakings are responsible for 
approving purchase and other contract proposals. 

In sales and disposals, fixation and changes of reserve prices, 
negotiations relating to pricq, declaration of goods as obsolete or that 
the cost of spare parts or reconditioning is too high, where goods are 
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sold by auction, collusion with the bidder, or allowing the formation 
of rings are some of the possible corrupt practices. In these under¬ 
takings, the disposal of scrap is very important. We found that 
existing procedures about scrap disposal would bear considerable 
improvement. 

In regard to construction programmes, we were told that these 
are executed through the agencies available to the undertakings. 
We found that there is not much of exchange of information on this 
between the Central Public Works Department, State Public Works 
Department and the undertakings. The Management of one under¬ 
taking claimed that their rates are much cheaper than those of the 
Central Public Works Department or State Public Works Depart¬ 
ment. 

Recruitment and the management of personnel is very impor¬ 
tant in these undertakings. Though we could find nothing seriously 
wrong with the present procedures, we would wish that procedures 
and practices in regard to these matters should be thoroughly scruti¬ 
nised. It is necessary to ensure that persons who leave Government 
service under a cloud are not employed in the public sector under¬ 
takings. 

We, therefore, recommend that: — 

(1) Suitable procedures should be devised for registration and 
removal of contractors and suppliers. The experience of the Direc¬ 
torate-General, Supplies and Disposals, and other agencies like the 
Central Public Works Department, State Public Works Department, 
Railways and the Military Engineering Service should also be avail¬ 
ed of, at least in the matter of registration of contractors and 
suppliers. 

(2) The public undertakings should periodically publish a list of 
their approved contractors and suppliers and there should be a 
reasonable procedure for including new firms and excluding those 
whose performance was not satisfactory. 

(3) Suitable procedures for purchases, sales and disposal of sur¬ 
pluses and scrap should be devised keeping in view the requirements 
of the particular undertaking, the need being expedition in the tasks 
undertaken by the undertaking. 

(4) Whenever tenders are invited, they should be by open invita¬ 
tion and full publicity should be given. The managements of the 
respective undertakings may consider whether they can usefully 
associate representatives of Chamber of Commerce and of reputed 
trade journals living in their area to be present at the time of open¬ 
ing tenders. 

(5) The procedures for opening of tenders, tabulating the quoted 
rates, should be such as would eliminate possible malpractices. 
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(6) A categorisation of the different functions of the organisation 
should be made on the basis of subjects that are better left to be de¬ 
cided by individual officers, so that there is no scope for blurring of 
responsibility in respect of such matters, and subjects that are better 
decided by a committee. In respect of the former, a system of review 
of the decisions taken and the discretion exercised should be institut¬ 
ed, the review being conducted by superior officers. 

(7) Suitable arrangements may be made for random check of: — 

(i) reports regarding capacity of firms applying for registra¬ 
tion; 

(ii) reports about suitability of raw material used and manu¬ 
facturing process in respect of stores obtained under rate 
or running contracts or stores in respect of which pre¬ 
delivery inspection is dispensed with; 

(iii) stores passed or rejected after inspection; 

(iv) performance of firms and individuals on the approved list, 
if any, of contractors and suppliers; 

(v) stores reported as surplus; 

(vi) supervision of auctions for disposal of scrap and surplus 
stores and delivery thereof to the auction purchaser; 

<vii) maintenance of record of attendance, payment of over-time 
allowances and various kinds of bonuses; 

<viii) utilisation of transport vehicles; and 

(ix) unauthorised use of workshop facilities and materials. 

(8) An efficient vigilance organisation should be established in 
every public undertaking, which should be headed by a Vigilance 
Officer of the status of a Head of a Department, and Deputy Vigilance 
•Officers should be appointed for each separate workshop and stores. 
The Chief Vigilance Officer should maintain a confidential list of 
officers of undoubted integrity, to whom he may entrust the random 
•check in respect of any matter. The Chief Vigilance Officer should 
be appointed in consultation with Central Vigilance Commissioner 
and other officers in consultation with the Chief Vigilance Officer. 

(9) There should be close co-operation between the Vigilance 
unite of the undertakings and the concerned Special Police Establish¬ 
ment branch and there should be a regular system of exchange of 
information regarding: — 

(a) big transactions of a value of not) less than rupees five 
lakhs as soon as a decision is taken to initiate action for 
purchase or disposal through open tenders. 
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(b) all negotiated contracts of a value of rupees one lakh a*, 
soon as a decision to enter into negotiation is taken. 

(10) One of the important things to be guarded against is theft of 
property of the undertakings. In such cases, difficulties of identifica¬ 
tion of goods stolen often arise. Some system of marking should be 
devised to facilitate easy identification. 

(11) The conduct rules that we have recommended as having a 
direct or indirect bearing on integrity should be made applicable to 
the employees of the Central Corporate undertakings except to indus¬ 
trial employees drawing a pay of Rs. 500 or less and holding non- 
gazetted posts: (We have recommended that the need for continuance- 
of the exemption granted to this category of employees in 1959 should 
be re-examined and in the meantime the exemptions may continue- 
to be in force) 



loosed strength {total) for Branches of the Special Police Establishment 
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ANNEXURF-XVl 


Statement showing the Ministerial staff required for new Branches to be set up in Special 

Police Establishment. 


Ministerial staff 


S. No. Name of 

Head 

U. D. C. 

Sr. Clerk 

L. D. C. 

Daftrv 

Sweeper 

the Branch 

Clerk 


Steno. 


I. Kerala 

I 

2 

2 

i 

I 

I 

2. Ranchi 

I 

2 

2 

7 

I 

X 

3. Jammu & Kashmir 

I 

2 

-> 

7 

I 

I 

4 . C.I.A. I Wing 

I 

I 

2 

3 


. • 

5. C.I.A. C Wing 

I 

2 

5 

7 

fi 


6 . C.I.A. T Wing 

I 

2 

3 

7 

{ 

.. 

7. C.I.A. F Wing 

I 

2 

5 

7 

Cl 


8 . C.I.A. G Wing 

I 

2 

3 

7 

{ 

• • 

Total 

8 

15 

24 

52 

5 

3 
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Appendix 

mZ ~ Wh ° “ ,he “* - - — • 

i s - “■ 

Indil' K ‘ Ch3nda ’ f ° rmer!y Comptroller and . Auditor General of 

t' ^ c C ’ ® etalvad) £orm erly Attorney General of India. 

5. fc>hri S. S. Khera, Cabinet Secretary. 

6 . Shri B. Shiva Rao, M.P. 

7. Shri H. V. Kamath, M.P 

8 . Shri A. D. Mani, M.P. 

9. Shri L. M. Singhvi, M.P. 

10. Shri Sachindra Chaudhuri, M.P. 

11. Shri Prakash Vir Shastri, M.P. 

12 ' S ^w DU DeThi DaS ' Managing Director, India News & Feature Alliance, 

13. Shri N. E. S. Raghavachari, Director General, Supplies and Disposals. 
14 S c r oordination haIingam ’ Secretaiy ’ Ministry of Economic and Defence 

15. Shri S. Ranganathan, Secretary, Ministry of Commerce and Industry. 

16. Shri D R. Sundaram, Officer on Special Duty, Ministry of Commerce 

and Industry. 

17. Shri U. G. K Rao, CAO (DBK), Dandakaranya-Bolingir-Kiriburu 

Project, Waltair. 

18. Shri R. Krishnaswamy, General Manager, Chittaranjan Loco Works. 

l fl - Shri P. S. Venkataraman, Senior Deputy General Manager, Eastern 
Railway. 

20. Shri B. C. Ganguli, General Manager, North-East Frontier Railway. 

21. Shri Hajfbans Singh, General Manager, Northern Railway. 

22. Shri H. D. Singh, General Manager, Southern Railway. 

23. Shri G. D. Khandelwal, Genera! Manager, South-Eastern Railway. 

24. Shri H. D. Awasthy, General Manager, Railway Electrification Pro¬ 

ject, Calcutta. 

25. Shri Ratan Lall, General Manager, Central Railway. 

26. Shri S. C. Singha, Director, Vigilance, Ministry of RalTways- 

27. Shri M. A. Rao, General Manager, North Eastern Railway. 

28. Shri S. Chakravarti, General Manager, Diesel Locomotive Works. 

29. Shri O. S. Murthy, General Manager, Western Railway. 

30. Shri A. K. Pant, Vigilance Officer, Western Railway. 

31. Shri Mohamad Ay.yub, Executive Engineer, Vigilance. 

32. Shri R. Krishnamurthy, Vigilance Officer, Southern Railway. 

33. Shri B. D. Pande, Chairman, Central Board of Revenue. 

34. Shri B. N. Banerji, Vice-Chairman, Central Board of Revenue. 

35. Shri R. N. Misra, Member, Central Board of Revenue. 

36 Shri S. P. Pande, Secretary, Central Board of Revenue & ex-officio 
Denutv Secretary. Ministry of Finance (Department of Revenue). 
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37. Shri G. S. Sawhney, Assistant Director, Customs and Central Excise- 

(Directorate of Inspection). 

38. Shri J. P. Singh, Member, Central Board of Revenue. 

39. Shri N. H. Naqvi, Director, Income-tax, Directorate of Inspection 

(Investigation). 

40. Shri D, P. An and, Member, Central Board of Revenue. 

41. Shri S. K. Bhattacharjee, Director of Inspection, Customs & Central 

Excise. 

At Bangalore 

42. Shri S. Nijalingappa, Chief Minister, Mysore. 

43. Shri R. R. Diwakar. 

44. Shri V. P. Menon. 

45. Shri K. Hanumanthaiya, M.P. 

46. Shri P. Kodanda E)ao. 

47. Shri C. S. Venkatachar, ICS (Retd.). 

48. Shri N. M. Ayyar, I.C.S. (Retd.). 

49. Shri S. Parthasarathi Ayyangar, I.P., I.G., RPF (Retd.). 

At Calcutta 

50. Shri F. H. Vallibhoy, Commissioner of Income-tax, West Bengal I. 

51. Shri B. M. Mitra, Commissioner of Income-tax, West Bengal II. 

52. Shri B. B. Palekar, Commissioner of Income-tax, West Bengal III. 

53. Shri Amjad Hussain, Commissioner of Income-tax, (Central). 

54. Shri R. Prasad, Collector of Central Excise, Calcutta and Orissa, 

Calcutta. 

55. Shri S. K. Srivastava, Collector of Customs. Calcutta. 

At Bombay 

56. Shri V. P. Naik, Chief Minister, Maharashtra. 

57. Shri D. S. Desai, Home Minister, Maharashtra. 

58. Shri S. G. Barve, Minister for Industries and Planning, Maharashtra. 

59. Shri G. L. Mehta, The Industrial Credit and Investment Corporation, 

Bombay. 

60. Shri D. F. Karaka, Editor, “The Current’’, Bombay. 

61. Shri H. R. Mahajani, Editor, “The Loksatta”, Bombay. 

62. Shri D. B. Karnik, Editor, “Maharashtra Times”, Bombay. 

63. Shri Manohar Kotwal, General Secretary, Hind Mazdoor Sabha, 

Bombay. 

64. Shri S. S. Mirajkar, President, All Ir.dia Trade Union Congress, 

Bombay. 

65. Shri M. A. Rangaswamy, Collector of Customs. 

66 . Shri M. Panchappa, Additional Collector of Customs. 

67. Shri S. P. Kantani, Collector of Central Excise. 

68 . Shri R'. Doraiswamy, Textile Commissioner, Bombay. 

69. Shri N. H. Nagarwalla, Joint Chief Controller of Imports and Exports, 

Bombay. 

70. Shri A. S. Naik, Chairman, Forward Markets Commission. 

71. Shri R. N. Jain, Commissioner of Income-tax, Bombay City I. 

72. Shri K. E. Johnson, Commissioner of Income-tax, Bombay City III. 

73. Shri P. S. Viswanathan, Commissioner of Income-tax, Bombay 

(Central). 



List of Associations whose representatives met the Committee on Prevention 

of Corruption. 


At New Delhi —22-2-63. 

1. The All India' Manufacturers’ Organisation, New Delhi. 

At Calcutta— 6-1-64 to 8-1-64. 

2. The East India Jute & Hessian Exchange Ltd., Calcutta. 

3. Indian Engineering Association, Calcutta. 

4 Indian Mining Federation, Calcutta. 

5. Bharat Chamber of Commerce. 

6 . Bengal Chambers pf Commerce. 

7. Bengal National Chamber of Commerce & Industry. 

8 . Calcutta Import Trade Association. 

9. The Calcutta Stock Exchange Association. 

10. Indian Mining Association. 

At Bombay— 22-1-64, 23-1-64 

11. The Bombay Chamber of Commerce & Industry. 

12. The Maharashtra Chamber of Commerce. 

13. The AJ1 India Importers Association. 

14. The Bombay Oilseeds and Oils Exchange Limited. 

15. All India Stainless Steel Importers Association. 

16. The Bombay Overseas Freight Brokers Association. 

17. The Bombay Cotton Merchants’ and Muccadums’ Association Ltd. 

18. The Bombay Shroffs’ Association. 

19. The Bombay Watch Dealers' Association. 

20. The Electrical Contractors’ Association. 

21. The All India Manufacturers’ Organisation, Bombay. 

22. The Indian Council of Foreign Trade. 

23. The Indian Merchants Chamber, Bombay. 

24. The Engineering Association of India, Bombay. 

25. The Builders Association of India, Bombay. 



APPENDIX II 

MINISTRY OF HOME AFFAIRS 
Dated 8th August 1955 

MEASURES FOR DEALING WITH CORRUPTION IN PUBLIC SERVICES— 
CREATION OF THE ADMINISTRATIVE VIGILANCE 
ORGANISATION 

The problem of corruption in the Public Services has been very widely 
discussed in recent years. The causes have been examined and measures 
for fighting the evil recommended by many committees and authorities. All 
the thinking has been done and some steps taken, but the results achieved so 
far cannot be regarded as fully satisfactory. This is because the Central 
Government is an unwieldy machine functioning through numerous depart¬ 
ments and agencies spread over a vast area and employing hundreds of 
thousands of persons in all grades and types of posts. The battle has to be 
waged on many sectors and in a variety of ways. One of the main reasons for 
its comparative failure is the fact that no centralised drive, direction and 
coordination has hitherto been provided. It is necessary, therefore, to create 
an agency for this purpose. At. the same time, it must be clearly recog¬ 
nised that each Ministry and Department is responsible, within its own 
sphere, to do everything possible to prevent and punish corruption or 
malpractices. The main effort and initiative must, therefore, come from 
within each Ministry and Department. The task of the central agency will be 
to coordinate the efforts of the Ministries and Departments and to provide 
direction, drive and assistance wherever needed. 

2. The Home Minister accordingly proposes that each Ministry should 
immediately nominate an officer, of at least Deputy Secretary’s status, to be 
the Vigilance Officer in that Ministry, who. functioning under the direct con¬ 
trol and guidance of the Secretary, will concentrate on this task. He will 
be expected to pay attention not only to the Ministry itself but also to its 
attached and subordinate offices. To coordinate the work of the Vigilance 
Officers and to furnish the required drive and direction, a central agency to 
be called the Administrative Vigilance Division should be created in the Min¬ 
istry of Home Affairs with a Director at its head and adequate staff to assist 
him. Subject to the overall direction and control of the Home Secretary, the 
Director, Administrative Vigilance Division, will also supervise the working 
of the Special Police Establishment and see that investigations are conducted 
with vigour and speed. The distribution of functions will be as follows:— 

A—Each Vigilance Officer will, with the assistance and guidance of his 
Secretary and under the leadership of the Director, Administrative Vigilance 
Division, be in charge of measures for the prevention, detection and punish¬ 
ment of corruption and other malpractices in his Ministry and its Attached 
and Subordinate Offices. Ip particular, he will see: 

Cl) that the existing organisation and procedures are examined with a 
view to eliminate or minimise factors which provide opportunities for corrup¬ 
tion or malpractices, 

(2) that a system of regular inspections and surprise visits is planned and 
enforced for detecting failures in quality or speed of work which would be 
indicative of the existence of corruption or malpractices, and 

C3) that prompt action is initiated and pursued in all cases where reason¬ 
able grounds for suspicion of corruption or malpractices exist against any 
person. 

B—Director, Administrative Vigilance Division will maintain close 
liaison with the Secretaries and the Vigilance Officers of the Ministries and 
Departments: 

(a) to ensure the implementation of the measures mentioned in A Above, 
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(b) to give guidance and assistance wherever needed to ensure that depart¬ 
mental enquiries are conducted with all possible speed consistent with due 
observance of procedural requirements, and 

(c) to ensure that due speed and vigour axe maintained in the conduct of 
investigation and prosecutions entrusted to the Special Police Establishment. 

4. As the measures indicated above are closely linked up with the purposes 
and programme of the Organisation and Methods Division, it is proposed that, 
at least in the initial stages, the Director, Organisation and Methods Division, 
should also be in overall charge as Director of the Administrative Vigilance 
Division. Similarly, it may be possible or desirable in mapy Ministries for the 
same officer to combine the duties of Vigilance Officer and Organisation and 
Methods Officer. He will, of course, be given adequate staff to assist him. As 
the activities of the Administrative Vigilance Division and the Vigilance 
Officers in the Ministries get into full swing, the need for appointing whole¬ 
time officers to take charge of the work will be kept in view. The question 
whether it is necessary to strengthen the Special Police Establishment in 
number or quality will also be further considered in the light of experience 
gained by the working of the new arrangements. 



APPENDIX III 
No. 4/31/61-T 
GOVERNMENT OF INDIA 
New Delhi, the 1st April, 1963 
RESOLUTION 


The Government of India have had under consideration the establishment 

u f a J1 C ^ n t ral *? u ^, U u °i Inves , tl 4 a ^ on * or the investigation of crimes at present 
handled by the Delhi Special Police Establishment including specially impor¬ 
tant cases under the Defence of India Act and Rules particularly of hoarding 
blackmarketing and profiteering in essential commodities, which may have 
repercussions and ramifications in several States; the collection of intelligence 
relating to certain types of crimes; participation in the work of the National 
Central Bureau connected with the International Criminal Police Organisa¬ 
tion; the maintenance of crime statistics and dissemination of information 
relating to crime and criminals; the study of specialised crime of particular 
interest to the Government of India or crimes having all-India or inter-State 
ramifications or of particular importance from the social point of view the 
conduct of police research; and the co-ordination of lay's relating to crime 
As a first step in that direction, the Government of India have decided to 
set up with effect from 1st April, 1963 a Central Bureau of Investigation at 
Delhi with the following six Divisions namely:— 


(i) Investigation and Anti-Corruption Division (Delhi Special Police 
Establishment), 

(ii) Technical Division, 

(iii) Crime Records and Statistics Division, 

(iv) Research Division, 

(v) Legal and General Division, 

(vi) Administration Division. 

The Charter of functions of the abovesaid Divisions will be as given in 
the annexure. The assistance of the Central Bureau of Investigation will also- 
be available to the State Police Forces on request for investigating end assist¬ 
ing in the investigation of inter-State crime and other difficult criminal cases. 

(Sd.) V. Viswanathan, 
Secretary to the Government of India. 


IMMEDIATE 
New Delhi, the 1st April, 1963. 


No. 4/31/61-T 

ORDER: Ordered that a copy of the Resolution be communicated to all 
State Governments/Union Territories Administrations; Director, Intelligence 
Bureau, Inspector-General, Special Police Establishment, Delhi; all Ministries/ 
Departments of the Government of India. 

Ordered also that the Resolution be published in the Gazette of India for 
general information. 


(Sd.) V. Viswanathan, 
Secretary to the Government of India._ 
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I. INVESTIGATION AND ANTI-CORRUPTION DIVISION 
(Delhi Special Police Establishment) 

(1) Cases in which public servants under the control of the Central 
Government are involved either by themselves or along with State Govern¬ 
ment servants and/or other persons. 

(2) Cases in which the interests of the Central Government, or of any 
public sector project or undertaking, or any statutory corporation or body 
set up and financed by the Government of India are involved. 

(3) Cases relating to breaches of Central Laws with the enforcement of 
which the Government of India is particularly concerned, e.g. 

(a) breaches of Import and Export Control Orders, 

(b) Serious breaches of Foreign Exchange Regulation Act, 

(c) Passport frauds, 

(d) cases under the Official Secrets Act pertaining to the affairs of the 
Central Government, 

(e) cases of certain specified categories under the Defence of India 
Act or Rules with which the Central Government is particularly 
concerned. 

(4) Serious cases of cheating or fraud relating to the Railways, or Posts 
& Telegraphs Department, particularly those involving professional criminals 
operating in several States. 

(5) Crime on the High Seas. 

(6) Crime on the Airlines. 

(7) Important and serious cases in Union Territories particularly those 
by professional criminals. 

(8) Serious cases of fraud, cheating and embezzlement relating to Public 
Joint Stock Companies. 

(9) Other cases of a serious nature, when committed by organised gangs 
or professional criminals, or cases having ramifications in several States 
including Union Territories, serious cases of spurious drugs, important cases 
of kidnapping of children by professional inter-State gangs, etc. These cases, 
will be taken up only at the request of or with the concurrence of the State 
Governments/Union Territories Administrations concerned. 

(10) Collection of intelligence about corruption in the public services and 
the projects and undertakings in the public sector. 

(11) Prosecution of cases investigated by this Division. 

(12) Presentation of cases before Enquiry Officers in which departmental 
proceedings are instituted on the recommendation of this Division. 

II. TECHNICAL DIVISION l 

(1) Technical assistance in investigation of cases involving accounts. 

(2) Specialised assistance in cases involving Railway and Postal accounts. 

(3) Assistance in cases involving assessment of Income-tax, Estate Duty 

etc. 

(4) Examination of accounts and assets etc. in cases relating to allegations 
of disproportionate assets. 

(5) Examination of cases investigated by the Bureau which have an 
Income-tax aspect, and communication of information with a view to enabl¬ 
ing the Income-tax Department to recover the evaded tax. 

III. CRIME RECORDS & STATISTICS DIVISION 

(1) Maintenance of all-India Statistics of crime. 

(2) Study of all-India trends in thefts and losses, and recoveries of fire¬ 
arms and ammunition, and note-forgery and counterfeit coining. 

(3) Collection and dissemination of information about important inter¬ 
state criminals. 
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(4) Preparation and circulation of reports and reviews relating to crime 
in India, 

(5) Participation in the work of the I.C.P.O., N.C.B., U.N.O. Reporter for 
Crime. 

IV. RESEARCH DIVISION 

(1) Analysis and study of specialised crimes and of problems of a general 
nature affecting the Police, e.g. 

(i) trends and causes of serious crimes in different areas, 

(ii) preventive measures, their effectiveness and relationship with crime, 

(iii) improvement in methods of investigation, utility and results of 
introducing scientific aids and equipment, 

(iv) inadequacy of laws; coordination of laws relating to crime in 

various States, 

(v) criminal gangs operating in more than one State—wandering gangs 
—Ex-criminal Tribes—habitual offenders, 

(vi) crime amongst the Tribal people, 

(vii) inter-State note-forgery and counter-feiting, 

(viii) social factors in crime, 

(ix) industrialisation and crime, 

(x) juvenile delinquency, 

(xi) kidnapping of women and children. 

(2) Participation in the work of the Central Forensic Science Advisory 
Committee and the Central Medico Legal Advisory Committee. 

V. LEGAL AND GENERAL DIVISION 

(A) LEGAL SECTION 

(1) Legal advice in cases investigated by the investigation and Anti¬ 
corruption Division, 

(2) Conducting prosecution in important cases. 

(3) Review of judicial decisions relating to criminal law and procedure for 
publication in the C.B.I. Gazette. 

(4) Compilation and circulation of Law Digest. 

(5) Inadequacy of and amendments to laws. 

(6) Coordination of laws relating to crime in various Mates. 

(B) GENERAL SECTION 

(1) Matters relating to organisation, policy and procedure. 

(2) Inter-State Conferences relating to crime and anti-corruption work. 

(3) Appreciation reports regarding modes of corruption in various Gov¬ 
ernment Departments and Public Undertakings. 

(4) Correspondence with Ministries and States on general questions relat¬ 
ing to policy, procedure, etc. 

(5) Training Courses in anti-corruption work. 

(6) C.B.I. Gazette. 

(7) Photographic section. 

VI. ADMINISTRATION DIVISION 

All establishment and accounts matters. 



APPENDIX—IV 


[Published in the Gazette of India Part II flection JU) dated Ike 
23rd February, 1963] 

No. 25/12/62-AVD-I 
GOVERNMENT OF INDIA 
Ministry of Home Affairs 
New Delhi-11, the 18th February, 1963 
NOTIFICATION 

G.S.R. 315.—In exercise of the powers conferred by section 3 of the Delhi 
Special Police Establishment Act, 1946 (XXV of 1946J, and in supersession 
of the notification of the Government of India in the Ministry of Home 
Affairs No. 7/5/55-AVD dated the 6th November, 1956, as amended from 
time to time, the Central Government hereby specifies the following offence* 
and classes of offences for the purpose of the said section, namely:-— 

(a) Offences punishable under sections 161, 162, 163, 164, 165, 165A, 

166, 167, 168. 169, 182, 193, 197, 198, 201, 204, 211, 218, 231, 232, 

233, 234, 235, 236, 237, 238, 239, 240, 241, 242, 243, 244. 245, 246, 

247, 248, 249. 250, 251, 252, 253, 254, 255, 256, 257, 258, 259, 260, 

261, 262, 263, 263A, 379, 380, 381, 382, 384, 385, 386, 387, 388, 389, 

403, 406, 407, 408, 409, 411, 412, 413, 414, 417, 418, 419, 420, 465, 

466, 467, 468, 471, 472, 473, 474, 475, 476, 477A, 489A, 489B, 489C, 
489D and 489E of the Indian Penal Code, 1860 (XLV of 1860); 

(b) Offences punishable under the Prevention of Corruption Act, 1947 
(II of 1947); 

(c) Offenqps punishable under the Defence of India Act 1962 and the 
Defence of India Rules framed thereunder; 

(d) Offences punishable under the Imports and Exports (Control) Act, 
1947 (XVIII of 1947); 

(e) Offences punishable under the Foreign Exchange Regulation Act, 
1947 (VII of 1947); 

(f) Offences punishable under sections 51, 52, 55 and 56 of the Indian 
Post Office Act, 1898 (VI Of 1898); 

(g) Offences punishable under sections 63, 68, 116, 538, 539, 540, 541 , 
542, 628, 629 and 630 of the Companies Act, 1956 (I of 1956); 

(h) Offences punishable under sections 104 and 105 of the Insurance 
Act 1938 (JV of 1938); 

(i) Offences punishable under the Indian Official Secrets Act, 1923 (XIX 
of 1923); 

(j) Offences punishable under sections 7 and 8 of the Essential Com¬ 
modities Act, 1955 (X of 1955) and conspiracies in relation thereto 
or in connection therewith; 

(k) Offences punishable under section 24(1)(iii) of the Industries 
(Development and Regulation) Act, 1951 (LXV of 1951) and cons¬ 
piracies in relation thereto or in connection therewith; 

(l) Offences punishable under items 26, 72, 74, 75, 76, 76A, 76B, 77, 
78, 79, 80 and 81 of the Schedule to section 167 of the Sea Customs 
Act, 1878 (VIII of 1878); 
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(m) Offences punishable under sections 5 and 7 of the Land Customs 
Act, 1924 (XIX of 1924); 

(n) Offences punishable under the Indian Wireless Telegraphy Act, 
1933 (XVII of 1933); 

(o) Offences punishable under the Telegraph Wires (Unlawful Posses¬ 
sion) Act, 1950 (LXXIV of 1950); 

(p) Offences punishable under the Railway Stores (Unlawful Posses¬ 
sion) Act, 1955 (LI of 1955); 

(q) Offences punishable under section 27 the Indian Telegraph Act, 
1885 (XIII of 1885); 

(r) attempts, abetments and conspiracies in relation to or in connection 
with the offences mentioned in clauses (a) to (i); and clauses (1) 
to (q) and any other offences committed in the course of the same 
transaction arising out of the same facts. 



APPENDIX—V 


Arrangements Existing at present for obtaining Assistance & Expert Opinion 


SI. Name of the Unit or Organisation Type of work undertaken 

No. 

x. Chief Technical Examiner. Ministry (i) Technical examination of Engineering 
of Works & Housing, New Delhi. works, construction etc. 

(it) Valuation of buildings and other works 
2 . C. P. W. D. Valuation of buildings and other works. 

3 Railway Engineering Department Technical examination of Railway Engi¬ 

neering Works, Constructions etc. 

4 . Chief Technical Examiner, Army Technical examination of Military Engineer- 

Headquarters, New Delhi. ing Works, Constructions etc. 

5 . Forest Research Institute, Dehra Dun Technical examination and expert advice on 

the correct identity of timber, on the test¬ 
ing and examining timber for decay, 
etc. 

■6. Govt. Test House, Alipore, Calcutta. Extensive testing of various articles on 

commercial scale and issuing certificates 
on all articles tested in the House. 

'?. G.E.Q.D., Simla. . . . . Technical examination of hand-writing 

and questioned documents. 

8 . India Security Press, Nasik. . . Technical examination of revenuestamps, 

forged currency notes, etc. 

■ 9 . Costs Accounts Branch. . . . Technical examination and advice on various 

accounting matters, costs of production, 
valuation of industrial establishments 
system of accounting in Govt, industrial 
organisations, etc . 

10 . Central Glass and Ceramic Research Technical assistance and advice in regard 
Institute, P. O.Jadavpur, Calcutta. to testing of glass, ceramics, etc. 

I r. Central Drug Research Institute, Testing of drugs as per standards laid down 

Lucknow. in recognised Pharmacopoeia. 

. (Ayurvedic and Homeopathic drugs are 

not tested.) 

12 . Geological Survey of India, Calcutta. Identification, examination and testing of 

sands, powers, minerals, rocks, clays, 
gems, rare-earth, coal, water, gas, etc. 

13 . The India Govt. Mint, Bombay. . Analysis and testing of coins as well as 

metals. 

14 . Central Leather Research Institute, Qualitative and quantitative analysis of 

Madras. leathers, tanning materials and leather 

auxiliaries. 

15 . Central Building Research Institute, Testing of bricks, cement, mortars, stone 

Roorkee. paints, soil, water etc. 

16 . National Metallurgical Laboratory, Qualitative examination from metallurgical 

Jamshedpur. point of view of machinery, tools, imple¬ 

ments, electrical goods, installations, stores 
etc. 

17 . National Sugar Institute, Nagpur. . Analysis of samples of sugar and other sugar 

house products as also various chemicals 
and materials used in sugar industry. 
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1 8 . D.G.S.&D, New Delhi. . . Technical assistance in regard to assessment 

of quality, standard, ma]^e, etc. of machi¬ 
nery, tools, implements, electrical goods, 
installations and stores. 

19 . E.M.E. Workshops, (Army) . Technical opinion on and assessment regard¬ 

ing motor vehicles and motor parts. 

20 . Central Food Laboratory, Calcutta. . Analysis of samples of food for the purpose 

and submission of a Certificate of analysis. 

2 1. Director General, Food (Directorate Quantitative and qualitative analysis of food- 

of Storage and Inspections), New grains, fodder, cereals, oils etc. 

Delhi. 


22 . Regional Directors of Food, Ministry Do. 

of Food & Agriculture. 

23 . Marketing Officers in the Directorate Do. 

of Agricuh’' '! Marketing, Nagpur. 

24 . Central For® wScienoe Laboratory, Physical and chemical examination of speci- 

Calcutta. mens of various types. 



